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PRESIDENT'S  REQUEST  FOR  EXTENSION  OF 
"FAST  TRACK"  PROCEDURES  FOR  URUGUAY 
ROUND  IMPLEMENTATION  AND  POSSIBLE 
ADMINISTRATION  REQUESTS  FOR  EXTEN- 
SIONS OF  EXPIRING  TRADE  PROGRAMS 


TUESDAY,  APRIL  27,  1993 

House  of  Representatives, 

Subcommittee  on  Trade, 
Committee  on  Ways  and  Means, 

Washington,  D.C. 
The  subcommittee  met,  pursuant  to  notice,  at  10:05  a.m.,  in  room 
1100,  Longworth  House  Office  Building,  Hon.  Sam  M.  Gibbons 
(chairman  of  the  subcommittee)  presiding. 
[The  press  releases  announcing  the  hearing  follow:] 
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FOR  IMMEDIATE  RELEASE 
THURSDAY,  APRIL  15,  1993 


SUBCOMMITTEE  ON  TRADE  #6 
COMMITTEE  ON  WAYS  AND  MEANS 
U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LONGWORTH  HOUSE  OFFICE  BLDG. 
WASHINGTON,  D.C.   20515 
TELEPHONE:   (202)  225-1721 


THE  HONORABLE  SAM  M.  GIBBONS  (D. ,  FLA.),  CHAIRMAN, 

SUBCOMMITTEE  ON  TRADE,  COMMITTEE  ON  WAYS  AND  MEANS, 

U.S.  HOUSE  OF  REPRESENTATIVES,  ANNOUNCES 

A  PUBLIC  HEARING  ON  THE  PRESIDENT'S  REQUEST  FOR  EXTENSION  OF 

"FAST  TRACK"  PROCEDURES  FOR  URUGUAY  ROUND  IMPLEMENTATION 

The  Honorable  Sam  M.  Gibbons  (D. ,  Fla.),  Chairman  of  the  Subcommit- 
tee on  Trade,  Committee  on  Ways  and  Means,  U.S.  House  of  Representatives, 
today  announced  that  the  Subcommittee  will  hold  a  public  hearing  on  the 
President's  decision,  announced  on  April  9,  1993,  to  seek  legislation  to 
extend  Congressional  "fast  track"  trade  agreement  procedures  to  an  imple- 
menting bill  for  the  Uruguay  Round  of  multilateral  trade  negotiations. 
The  request  would  extend  these  procedures  for  an  Uruguay  Round  implement- 
ing bill  provided  that  the  President  notifies  the  Congress  no  later  than 
December  15,  1993,  of  his  intent  to  enter  into  such  agreement  before 
April  15,  1994. 

Section  1102  of  the  Omnibus  Trade  and  Competitiveness  Act  of  1988 
authorizes  the  President  to  enter  into  trade  agreements  subject  to  the 
fast  track  approval  procedures  of  section  151  of  the  Trade  Act  of  1974 
by  May  31,  1993.   The  90-day  advance  notice  required  to  the  Congress  of 
intent  to  enter  into  such  agreements  expired  on  March  2. 

The  hearing  will  be  held  on  Tuesday,  April  27,  1993,  in  the  main 
Committee  hearing  room,  1100  Longworth  House  Office  Building,  beginning 
at  10:00  a.m.   The  U.S.  Trade  Representative,  Ambassador  Mickey  Kantor, 
will  testify  on  behalf  of  the  Administration  on  the  fast  track  extension 
request  at  the  Subcommittee  hearing  on  trade  agency  budget  authorizations 
on  Wednesday,  April  21,  at  2:30  p.m.,  in  the  main  Committee  hearing  room, 
1100  Longworth  House  Office  Building. 

DETAILS  FOR  SUBMISSION  OF  REQUESTS  TO  BE  HEARD: 

Requests  to  be  heard  must  be  made  by  telephone  to  Harriett  Lawler, 
Diane  Kirkland,  or  Karen  Ponzurick  [telephone  (202)  225-1721]  by  noon  on 
Thursday,  April  22,  1993.   The  telephone  request  should  be  followed  by  a 
formal  written  request  to  Janice  Mays,  Chief  Counsel  and  Staff  Director, 
Committee  on  Ways  and  Means,  U.S.  House  of  Representatives, 
1102  Longworth  House  Office  Building,  Washington,  D.C.  20515.   The 
Subcommittee  staff  will  notify  by  telephone  those  scheduled  to  appear  as 
soon  as  possible  after  the  filing  deadline.   Any  questions  concerning  a 
scheduled  appearance  should  be  directed  to  the  Subcommittee  office 
[(202)  225-3943]. 

In  view  of  the  limited  time  available  to  hear  witnesses,  the  Subcom- 
mittee may  not  be  able  to  accommodate  all  requests  to  be  heard.   Those 
persons  and  organizations  not  scheduled  for  an  oral  appearance  are 
encouraged  to  submit  written  statements  for  the  record  of  the  hearing. 
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All  persons  requesting  to  be  board,  whether  thoy  aro  scheduled  for  oral 
tostiaony  or  not,  will  b«  notified  as  soon  as  possible  aftar  the  filing 
daadlina. 

Witnesses  scheduled  to  present  oral  testimony  ara  requested  to 
brisfly  summarize  their  written  statements.   The  full  statement  will  be 
included  in  the  printed  record. 

In  order  to  assure  the  most  productive  use  of  the  limited  amount  of 
time  available  to  question  hearing  witnesses,  witnesses  scheduled  to 
appear  before  the  Subcommittee  are  required  to  submit  150  copies  of  their 
prepared  statement  to  the  Subcommittee  on  Trade  office,  room  1136  Long- 
worth  House  Office  Building,  at  least  24  hours  in  advance  of  their 
scheduled  appearance.   Failure  to  do  so  may  result  in  the  witness  being 
denied  the  opportunity  to  testify  in  person. 

WRITTEN  STATEMENTS  IN  LIEU  OF  PERSONAL  APPEARANCE: 

Any  interested  person  or  organization  may  file  written  comments  for 
inclusion  in  the  printed  record  of  the  hearing.   Persons  submitting 
written  comments  for  the  printed  record  should  submit  at  least  six  (6\ 
copies  of  their  comments  by  the  close  of  business  Tuesday,  April  27, 
1993,  to  Janice  Mays,  Chief  Counsel  and  Staff  Director,  Committee  on  Ways 
and  Means,  U.S.  House  of  Representatives,  1102  Longworth  House  Office 
Building,  Washington,  O.C.  20515.   If  those  filing  written  statements  for 
the  printed  record  of  the  hearing  wish  to  have  their  statements  distrib- 
uted to  the  press  and  the  interested  public,  they  may  provide  100  addi- 
tional copies  for  this  purpose  to  the  Subcommittee  office,  room  1136 
Longworth  House  Office  Building,  before  the  hearing  begins. 

FORMATTING  REQUIREMENTS: 

Each  statement  presented  for  printing  to  tha  Committee  by  a  witness,  any  written  statement  or  unit*  submitted 
lor  tha  printed  record  or  any  written  commants  in  response  to  a  request  (or  written  commant*  mint  conform  to  tha 
guidelines  listed  batow.  Any  ttatemant  or  exhibit  not  in  compfianca  with  thaaa  guidelines  win  not  ba  printed,  but  win  ba 
maintained  in  tha  Committee  fles  for  review  and  waa  by  tha  Committee. 

1.  All  (tatemanu  and  any  accompanying  axhibits  for  printing  mutt  ba  typed  in  single  space  on  legal-sin  paper  and 
may  not  exceed  a  total  of  10  pages. 

2.  Copies  of  whole  documents  submitted  as  exhibit  material  win  not  be  accepted  for  printing.  Instead,  exhibit 
material  should  be  referenced  and  quoted  or  paraphrased  AN  exhibit  material  not  meeting  these  specifications 
will  be  maintained  in  the  Committee  Tries  for  review  and  use  by  the  Committee. 

3.  Statements  must  contain  tha  name  and  capacity  in  which  tha  witness  will  appear  or,  for  written  comments,  the 
name  end  capacity  of  the  person  submitting  the  statement,  es  well  as  any  clients  or  persons,  or  any  organization 
for  whom  tha  witness  appears  or  for  whom  the  statement  is  submitted. 

4  A  supplemental  sheet  must  accompany  each  statement  listing  the  name,  fuU  address,  a  telephone  number  where 
the  witness  or  the  designated  representative  may  be  reached  and  a  topical  outline  or  summary  of  tha  comments 
and  recommendations  in  the  fuH  statement.    This  supplemental  sheet  will  not  be  included  in  the  printed  record. 

The  above  restrictions  and  limitations  apply  only  to  material  being  submitted  for  printing.  Statements  and  exhibits 
or  supplementary  material  submitted  solely  for  distribution  to  the  Members,  the  press  and  the  public  during  the  course  of 
*  public  hearing  may  be  submitted  in  other  forms. 


FOR  IMMEDIATE  RELEASE  SUBCOMMITTEE  ON  TRADE  #6-REVISED 

WEDNESDAY,  APRIL  21,  1993        COMMITTEE  ON  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 
1102  LONGWORTH  HOUSE  OFFICE  BLDG. 
WASHINGTON,  D.C.   20515 
TELEPHONE:   (202)  225-1721 

THE  HONORABLE  SAM  M.  GIBBONS  (D. ,  FLA.),  CHAIRMAN, 

SUBCOMMITTEE  ON  TRADE,  COMMITTEE  ON  WAYS  AND  MEANS, 

U.S.  HOUSE  OF  REPRESENTATIVES,  ANNOUNCES 

ADDITIONAL  SUBJECT  MATTER  FOR  HEARING  ON  APRIL  27,  1993 


The  Honorable  Sam  M.  Gibbons  (D. ,  Fla.),  Chairman  of  the 
Subcommittee  on  Trade,  Committee  on  Ways  and  Means,  U.S.  House  of 
Representatives,  today  announced  that  the  Subcommittee  will 
receive  testimony  on  possible  Administration  requests  for  exten- 
sions of  expiring  trade  programs,  as  part  of  the  previously 
scheduled  hearing  to  be  held  on  Tuesday,  April  27,  1993,  in  the 
main  Committee  hearing  room,  1100  Longworth  House  Office  Building 
beginning  at  10:00  a.m.   The  Administration  requests  may  include 
short-term  extensions  of  the  Generalized  System  of  Preferences 
program,  which  expires  on  July  4,  1993,  and  of  the  Trade  Adjust- 
ment Assistance  program  for  workers,  which  terminates  on 
September  30,  1993,  pending  implementation  of  a  new  comprehensive 
dislocated-worker  program  proposal. 

Requests  to  be  heard  on  these  additional  subjects  must  be 
made  by  telephone  to  Harriett  Lawler,  Diane  Kirkland,  or  Karen 
Ponzurick  [telephone  (202)  225-1721]  by  noon  on  Friday,  April  23, 
1993.   All  other  details  for  submission  of  requests  to  be  heard  or 
for  filing  written  statements  in  lieu  of  personal  appearance 
remain  the  same  as  in  the  press  release  announcing  the  hearing. 
(See  press  release  #6,  dated  April  15,  1993.) 


********** 


[By  prior  agreement,  the  Honorable  Michael  Kantor,  U.S.  Trade 
Representative  presented  testimony  on  fast-track  authority  at  a 
hearing  held  on  April  21,  1993.  Ambassador  Kantor's  testimony  fol- 
lows:] 

STATEMENT  OF  HON.  MICHAEL  KANTOR,  U.S.  TRADE 
REPRESENTATIVE 

Ambassador  Kantor.  Thank  you,  Mr.  Chairman.  I  will  truncate 
my  statement  and  with  the  committee's  permission  submit  the  full 
statement  for  the  record. 

Mr.  Gibbons.  Without  objection. 

Ambassador  Kantor.  Let  me  begin  by  saying  that  I  am  pleased 
to  present  the  budget  authorization  request  for  the  Office  of  USTR 
for  fiscal  years  1994  and  1995.  Let  me  indicate  that  this  is  a 
straightforward  extension  of  existing  authority  with  only  a  very 
modest  budget  increase.  I  would  like  to  give  you  a  quick  overview 
of  our  very  full  agenda  and  the  ambitious  schedule  that  we  need 
to  meet  at  USTR.  I  think  that  the  committee  is  fully  aware  of  our 
extensive  agenda. 

President  Clinton  has  put  forth  a  visionary  program  to  strength- 
en our  economy.  Economic  growth  from  expanded  trade  is  a  crucial 
part  of  that  program.  The  administration's  trade  agenda  is  a  mix- 
ture of  enforcing  commitments  and  reaching  closure  on  current  ne- 
gotiations, protecting  the  U.S.  creativity  from  piracy,  opening  mar- 
kets to  goods  and  services,  grappling  with  the  problems  posed  by 
the  intersection  of  trade  and  the  environment,  and  moving  ahead 
to  strengthen  ties  with  nations  of  the  Asian  Pacific  region. 

One  of  the  issues  we  are  addressing  is  the  renewal  of  fast  track 
authority  for  the  Uruguay  round  of  GATT.  The  President  indicated 
in  a  formal  statement  that  he  will  seek  authority  to  close  this 
round  on  December  15  and  give  the  Congress  120  days  notice.  We 
want  to  complete  this  Uruguay  round.  This  is  the  single  most  im- 
portant step  to  opening  foreign  markets  to  U.S.  goods,  agricultural 
products,  and  services. 

However,  I  would  note  that  the  Dunkel  text  could  be  improved. 
Our  short-term  goal  is  to  secure  basic  United  States-European 
Community  agreements  on  market  access  to  be  built  on  to  create 
a  larger  market  access  package  which  would  increase  exports  of 
U.S.  goods  agricultural  products  and  services. 

Mr.  Chairman,  less  than  30  minutes  ago  we  reached  agreement, 
and  I  announced  the  results  of  our  discussions  with  the  Europeans. 
They  have  removed  the  discrimination  against  our  heavy  electrical 
equipment  sector  which  means  $20  billion  a  year  now  in  procure- 
ment will  be  open  to  us  that  wasn't  opened.  They  refused  to  remove 
the  telecommunications  procurement  discrimination,  so  the  United 
States  will  invoke  sanctions  in  that  realm.  We  will  go  forward  with 
bilateral  and  multilateral  discussion. 

Mr.  Chairman,  and  members  of  the  committee,  I  think  this  is  a 
positive  development,  even  though  we  did  not  get  the  telecommuni- 
cations sector  opened,  we  did  open  the  heavy  electrical  equipment 
market.  We  agreed  to  open  $7  to  $8  billion  more  in  markets  in  both 
countries  in  what  we  call  category  A,  goods  and  services,  which  are 
procured  by  the  European  government  agencies  and  by  our  Govern- 
ment. We  will  also  institute  a  joint  independent  study  to  determine 


how  to  open  our  markets  comparably  so  both  the  United  States  and 
the  European  Community  have  equal  access  to  each  other's  mar- 
kets in  government  procurement.  Tnis  is  a  step  forward  in  our  rela- 
tionship and,  frankly,  I  believe  it  bodes  well,  for  the  Uruguay 
round. 

As  you  know,  the  Generalized  System  of  Preferences  (GSP)  pro- 
gram creates  markets  in  developing  countries  and  is  an  important 
tool  for  the  promotion  of  our  trade  policy.  This  administration  will 
seek  renewal  of  the  GSP  program  for  1  year  to  sustain  this  impor- 
tant effort. 

As  Congressman  Crane  has  indicated,  the  NAFTA  will  produce 
greater  economic  and  employment  growtn  in  the  United  States  and 
the  upward  harmonization  of  wages,  worker  standards,  and  en- 
hanced environmental  quality.  This  administration  is  committed  to 
negotiating  strong  supplemental  agreements  which  break  new 
ground  in  three  areas:  environmental  quality,  workers'  standards 
and  import  surge  concerns,  I  should  note  however,  that  the  agree- 
ment already  addresses  some  of  the  concerns  in  sections  801  and 
802  of  the  agreement  itself. 

We  hope  to  create  strong  labor  and  environmental  commissions 
and  to  use  enforcement  mechanisms  to  make  sure  these  commis- 
sions are  effective  without  adversely  affecting  sovereignty  or  exer- 
cising supernational  powers.  We  plan  to  submit  the  entire  package 
to  the  Congress  in  time  to  achieve  our  goal  of  implementing  the 
NAFTA  by  January  1,  1994. 

Following  the  leadership  of  the  President,  the  U.S.  Trade  Rep- 
resentative s  office  in  conjunction  with  the  entire  administration, 
will  focus  on  the  failure  of  Japan  to  follow  through  on  commitments 
to  address  trade  in  auto  parts,  automobiles,  telecommunications, 
semiconductors,  construction,  computers,  super  computers  and 
other  critical  areas. 

Let  me  note  something  I  think  will  interest  this  committee. 
There  were  $96  billion  of  exports  from  Japan  to  the  United  States 
in  1992.  Sixty-five  percent  of  those  exports  were  in  the  six  areas 
I  mentioned.  U.S.  exports  to  Japan  in  these  areas  are  very  small. 
We  find  the  market  basically  closed.  It  is  the  intention  of  this  ad- 
ministration to  open  those  markets  in  whatever  way  we  can. 

President  Clinton  met  with  Prime  Minister  Miyazawa  last  week. 
He  had  a  very  candid  and  frank  discussion  with  the  Prime  Minister 
about  these  specific  areas.  The  Japanese  Government  has  agreed 
to  a  process  where  we  would  have  talks  on  how  to  achieve  measur- 
able success  and  results.  We  will  insist  that  Japan  assume  its 
share  of  responsibility  in  the  Uruguay  round.  Neither  the  United 
States  nor  the  European  community  believes  that  Japan  has  been 
as  forthcoming  as  they  should  have  been. 

We  are  going  to  have  a  meeting  in  Toronto  with  the  representa- 
tives of  Japan,  Canada,  the  European  Community,  and  the  United 
States  in  order  to  engage  fully  the  most  important  parties  to  the 
round  in  this  new  drive  toward  producing  an  extensive  and  impor- 
tant market  access  package. 

We  share  the  objective  of  the  Congress  of  this  committee  of  open- 
ing foreign  government  procurement  markets  to  U.S.  exporters. 

Our  efforts  to  open  the  European  Community's  market  in  the 
telecommunications  area  reaffirms  our  commitment  to  this  objec- 


tive.  Let  me  assure  this  committee  that  we  will  pay  strict  attention 
to  title  VII  and  will  continue  to  enforce  the  law 

Mr.  Chairman — 40  percent  of  our  trade  is  with  Asia.  It  is  our 
largest  trading  region.  It  is  also  the  fastest  growing  economic  re- 
gion in  the  world.  Frankly,  we  have  not  paid  enough  attention  to 
Asia;  this  crosses  both  party  and  ideological  lines  this  year.  The 
United  States  is  chair  of  the  Asian  Pacific  Economic  Cooperation 
(APEC)  forum.  We  plan  to  use  APEC  and  other  forums  to  open  up 
more  markets  in  Asia  and  begin  to  build  a  framework  around  that 
trading  area  which  will  be  helpful  to  U.S.  workers  and  U.S.  jobs 
but  also  it  will  be  an  enormous  opportunity  in  terms  of  connecting 
American  free  trade  agreements  with  a  growing  Asian  trading  rela- 
tionship. And  I  think  the  United  States  as  the  hub  of  that  would 
bear  great  fruit  for  us  in  terms  of  economic  growth  and  of  course 
leading  global  growth. 

The  USTR  staff  is  in  the  process  of  completing  a  review  of  our 
trading  partners  protection  of  intellectual  property  rights  and  mar- 
ket access  issues  under  the  Special  301  provision  of  the  1974  Trade 
Act.  Unfortunately,  because  those  protections  have  not  been  as 
forthcoming  in  many  areas  as  we  would  have  wished,  the  results 
will  be  announced  on  April  30.  We  are  firmly  committed  to  protect- 
ing U.S.  intellectual  property.  Our  recently  entered  into  agreement 
with  the  Philippines  notes  how  focused  we  are  on  this  area. 

USTR  recently  issued  a  report  on  national  trade  estimates  and 
foreign  trade  barriers  which  identified  44  countries  that  maintain 
are  extensive  trade  barriers.  We  have  begun  to  review  the  most  sig- 
nificant areas  that  can  be  addressed  through  the  use  of  section  301 
if  our  current  bilateral  and  multilateral  efforts  are  not  successful. 

When  I  became  the  USTR  on  January  22,  I  asked  the  question 
of  whether  or  not  we  had  any  ongoing  section  301  actions,  not  for 
the  purpose  of  enforcement  for  the  sake  of  enforcement,  just  as  a 
matter  of  trying  to  establish  an  inventory  for  the  office  and  try  to 
understand  what  we  had  on  our  plate.  I  was  surprised  to  find  there 
were  no  301  actions.  I  then  asked  a  question  you  might  ask,  Mr. 
Chairman:  Is  every  country  in  the  world  living  up  to  its  trade 
agreements  with  the  United  States?  And  I  got  the  obvious  answer: 
No.  I  have  asked  for  a  review  of  every  trade  agreement  that  USTR 
has.  We  are  reviewing  the  results  of  this  survey  now  and  I  will  look 
forward  to  reporting  to  the  Congress. 

Let  me  indicate  that  the  staff  is  correct,  not  all  countries  are  liv- 
ing up  to  their  agreements  and  there  may  be  some  proper  subjects 
for  action  among  the  more  pernicious  of  the  violations  that  have 
been  occurring. 

We  have  recently  completed  a  third  round  of  accelerated  elimi- 
nation of  tariffs  under  the  United  States-Canada  Free  Trade  Agree- 
ment. Tariffs  of  100  items  valued  at  $100  billion  were  eliminated. 
We  continue  to  work  well  with  the  Canadian  Government  on  this 
and  as  Congressman  Crane  noted  before,  on  the  supplemental 
agreements  to  the  NAFTA. 

My  March  visit  to  Europe  emphasized  USTR's  interest  in  the  en- 
gagement of  the  Uruguay  round,  on  the  failure  of  the  European 
agreement  to  implement  the  Blair  House  agreement  on  agriculture 
and  other  discriminatory  actions  by  the  Europeans,  especially  in 
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the  audio  visual  area,  which  has  concerned  us  greatly.  Let  me  indi- 
cate we  also  talked  about  Airbus. 

I  am  pleased  to  announce  that  as  a  result  of  that  visit  and  good 
staff  work  on  the  part  of  both  USTR  staff  and  the  staff  of  the  Euro- 
pean Community  trade  minister's  office,  the  European  Community 
is  well  on  its  way  of  implementing  all  aspects  of  the  Blair  House 
agreements.  Until  now  they  had  not  done  so  and  now  they  have 
taken  almost  all  actions  necessary  in  the  area  of  oil  seeds. 

Let  me  speak  for  a  moment  on  the  purpose  for  which  we  are 
here.  We  are  proposing  a  2-year  extension  of  the  USTR  authoriza- 
tion through  1994  and  1995.  Our  request  is  for  a  straightforward 
continuation  of  the  existing  authorization.  Authorization  amounts 
for  1994  are  $20,143,000  and  1995  of  $20,419,000  are  the  same  as 
in  the  present  fiscal  year  1994  budget.  These  are  very  modest 
budget  levels. 

I  might  note,  as  you  would  know,  Mr.  Chairman,  that  in  fiscal 
year  1991,  the  budget  was  $20  million-  1992,  $20.4  million;  with 
the  supplemental  $20  million;  in  1993,  $20.3  and  $20.94  million  in 
1995.  So  basically  USTR's  budget  has  been  a  straight  line. 

Our  full-time  employees  will  drop  by  five  from  a  total  of  162  to 
157  next  year.  We  are  going  to  meet  the  President's  commitment 
to  reduce  administrative  expenses  by  14  percent  by  1997,  fiscal 
year  1997. 

I  want  to  note  with  pride  that  this  staff  is  the  hardest  working 
group  of  people  I  have  ever  been  associated  with.  We  are  working 
harder  for  less,  given  inflation,  with  a  much  larger  agenda  than 
ever.  I  am  extremely  pleased  and  honored  to  be  working  with  the 
USTR  staff.  If  you  were  at  our  offices  on  Saturday  or  Sunday,  you 
would  see  many  of  the  staff  members  there.  They  take  pride  in  the 
work  they  do. 

The  reductions  that  I  have  spoken  of  will  be  hard  to  achieve,  but 
I  fully  support  the  President's  plan  to  reduce  the  administrative  ex- 
penses. We  have  already  taken  actions  this  year,  including  freezing 
hiring,  dismissing  temporary  employees,  reducing  overtime,  adopt- 
ing tougher  travel  policies  for  employees,  cutting  all  new  equip- 
ment purchases,  and  eliminating  two  automobiles  and  two  drivers, 
40  percent  of  our  total  worldwide  automobiles.  I  know  it  is  some- 
what de  minimis  compared  to  other  agencies  that  might  come  be- 
fore you,  but  we  did  that. 

We  will  continue  to  achieve  budget  savings  in  1994  through  addi- 
tional management  improvements.  We  will  comply  with  the  Presi- 
dent's plan  to  trim  administrative  expenses. 

With  that,  Mr.  Chairman,  I  appreciate  your  indulgence.  I  look 
forward  to  your  questions  and  members  of  the  committee.  And 
again,  I  am  honored  and  pleased  to  appear  before  you. 

[The  prepared  statement  follows:] 
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I  welcome  this  opportunity  to  appear  before  the  Subcommittee 
today  to  present  the  budget  authorization  request  for  the  Office 
of  the  United  Stataa  Trade  Representative.   Although  little  time 
has  passed  since  the  last  time  I  was  before  you,  a  great  deal  has 
transpired  in  the  trade  arena  and  I  look  forward  to  bringing  you 
up  to  date  on  issues  of  mutual  interest  and  concern. 

As  members  of  this  Subcommittee  are  aware,  the  Office  of  the 
United  Stataa  Trade  Representative  haa  primary  responsibility  for 
developing  and  coordinating  U.S.  international  trade,  commodity, 
and  trade-related  direct  investment  policy,  articulating  trade 
policy  for  the  Administration  and  for  leading  negotiations  with 
other  countries  on  these  matters. 

We  carry  out  this  mission  with  a  small  but  highly  motivated, 
and  professional  staff  that  is  dedicated  to  promoting  U.S. 
economic  interests. 

USTR's  authorization  and  budget  request  for  Fiscal  Years 
1994  and  1995  repreaenta  a  straightforward  extension  of  existing 
budgetary  authority,  with  a  very  modest  increase.   Therefore,  I 
will  focus  ay  testimony  on  an  overview  of  the  ambitious  schedule 
before  USTR  so  that  a  better  understanding  of  our  request  will  be 
considered  in  the  context  of  our  full  agenda. 

Full  Agenda 

Since  taking  office  in  January,  President  Clinton's  highest 
priority  haa  been  to  strengthen  the  U.S.  economy.   Accordingly, 
the  President  haa  put  forth  a  visionary  program  designed  to 
reduce  the  budget  deficit  and  increase  investment  in  areas 
critical  to  our  future  economic  strength. 

Implementation  of  the  President's  strategy  starts  with  the 
enactment  of  the  President's  economic  program.   Yet,  as  aembers 
of  this  subcommittee  are  acutely  aware,  and  the  President  stated 
in  hia  American  University  speech,  economic  growth  from  expanded 
international  trade  ia  a  crucial  part  of  our  economic  strategy 
and  future  security. 

This  last  recession  and  the  modest  recovery  we  have  seen  are 
distinct  from  previous  experience  in  that  unemployment  has 
remained  disturbingly  high.   Increasing  U.S.  exports  is  key  to 
turning  that  problem  around. 

Last  year  alone,  6.7  million  U.S.  jobs  were  created  by 
trade.   For  every  billion  dollars  in  exports,  15,000  joba  are 
created.   Trade  ia  clearly  an  engine  which  can  drive  economic 
recovery  and  job  growth. 

The  Administration's  trade  agenda  for  fiscal  yeara  1993  and 
1994  ia  a  aix%of  enforcing  commitments,  reaching  closure  on 
negotiationa  begun  and  found  to  potentially  advance  U.S. 
interests,  protecting  U.S*.  creativity  from  piracy,  fighting  to 
open  marketa  to  U.S.  goods  and  services,  grappling  with  the 
complex  issues  posed  by  the  intersection  of  trade  and  the 
environment,  and  moving  ahead  with  initiatives  to  strengthen  our 
trading  ties  with  the  rapidly-growing  nationa  of  the  Asian- 
Pacific. 

Many  of  the  issues  must  be  addressed  in  the  next  year.  These 
issues  include: 
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•  Renewal  of  "Fast  Track"  Authority  for  GATT 

As  you  know,  current  negotiating  authority  and  fast  track 
implementation  procedures  may  not  be  used  to  conclude  the  Uruguay 
Round  of  GATT.  Those  provisions  required  the  President  to  notify 
the  Congress  by  March  2,  1993,  of  his  intent  to  enter  into  an 
agreement  before  June  1,  1993.   Because  the  negotiations  were  not 
satisfactorily  concluded  by  March  2,  no  such  notification  could 
be  made. 

The  draft  bill  that  will  be  sent  to  Congress  would  extend 
Congressional  "fast  track"  procedures  to  only  the  Uruguay  Round 
implementing  bill.   This  would  require  the  President  to  notify 
Congress  no  later  than  December  15,  1993,  of  his  intent  to  enter 
into  such  agreement  on  April  15,  1994  —  in  effect  providing  us 
with  an  additional  ten  and  one-half  months  to  conclude  the  Round. 

The  bill  would  also  expand  the  90-day  period  between 
notification  to  the  Congress  and  signature  of  the  agreement  to 
120  days,  to  afford  ample  time  for  consultation  between  the 
Administration  and  Congress  on  draft  implementing  legislation. 

Since  additional  time  is  given  for  consultation  between  the 
Administration  and  Congress,  additional  time  would  also  be 
provided  in  the  bill  for  the  submission  of  private  sector  advice. 
In  all  other  respects,  the  fast  track  procedures  would  remain  the 
same. 

I  want  to  emphasize  that  the  Administration  is  seeking  this 
authority  only  for  the  Uruguay  Round.   However,  the  President  is 
deeply  committed  to  negotiating  a  free  trade  agreement  with 
Chile.   The  Administration  will  seek  a  separate  extension  of  fast 
track  authority  for  future  agreements  of  this  type.   We  will 
consult  fully  with  Congress  on  this  matter. 

I  might  note  that  the  fast  track  announcement,  and  the  fact 
that  it  dealt  solely  with  the  Uruguay  Round,  has  sent  an 
important  signal  to  U.S.  trading  partners  about  the  priority  that 
the  Administration  attaches  to  a  strong  and  open  multilateral 
trading  system,  and  its  determination  to  complete  the  Round. 

°  Completing  the  Uruguay  Round  of  GATT 

The  Uruguay  Round,  involving  more  than  100  nations,  began  in 
1986.   The  failure  to  complete  the  Round  has  been  a  source  of 
disappointment  and  frustration  to  the  United  States  and  many  of 
our  trading  partners.   A  successful  Round  would  lower  tariff  and 
non-tariff  barriers  around  the  world,  and  establish  new 
multilateral  rules  for  world  trade. 

Completing  the  Round  is  the  single  most  important  step  we 
can  take  to  open  foreign  markets  around  the  world  to  U.S. 
manufactured  goods,  agricultural  products  and  services.   Our  most 
significant  trading  partners  have  underscored  their  commitment  to 
complete  the  Round  this  year. 

USTR,  in  cooperation  with  a  number  of  other  agencies,  has 
identified  areas  where  the  Draft  Final  Act,  the  so-called  Dunkel 
Draft,  could  be  improved.   He  have  also  set  our  sights  on  an 
ambitious  market  access  package,  which  would  bring  benefits  to 
U.S.  companies  and  workers,  by  increasing  exports  of  U.S. 
manufactured  goods,  agricultural  products  and  services. 

The  short-term  goal  is  to  secure  basic  U.S.  -  EC  agreement 
on  market  access  and  building  on  that  to  create  a  larger  market 
access  package,  including  significant  contributions  from  Japan 
and  key  developing  countries.   Accordingly,  a  series  of  meetings 
is  planned  in  the  next  three  months  with  the  EC,  Canada  and 
Japan. 

Our  clear  objective  is  to  produce  concrete  progress  by  the 
time  of  the  G-7  summit  in  Tokyo  in  July. 
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•  completing  the  North  American  Free  Trad*  Agreement 

The  President's  dssirs  is  for  a  North  American  Pros  Trad* 
Agreement  that  craatas  a  formidable  competitive  edge  for  U.S. 
products  in  domestic  and  global  markets.   As  part  of  the 

President's  economic  program,  NAFTA  prepares  us  for  the 
competitive  challenges  the  future  will  bring. 

Augmented  by  strong  and  anforcaabla  sida  agreements,  NAFTA 
will  rasult  in  greater  economic  and  employment  growth  in  the 
United  States  and  the  upward  harmonization  of  wages,  worker 
standards  and  enhanced  environmental  quality  throughout  North 
America.   Mexico  is  already  our  second  largest  export  market  for 
manufactured  goods,  with  the  further  reduction  of  tariffs  in 
NAFTA,  we  anticipate  that  market  will  grow  further. 

Consequently,  USTR  has  committed  itself  to  negotiating 
strong  supplemental  agreements  which  break  new  ground  in  three 
areas:  environmental  quality,  worker  standards,  and  import  surge 
concerns . 

The  Administration  is  committed  to  negotiating  agreements 
that  will  ensure  improved  enforcement  of  the  laws  in  Mexico.   He 
also  hope  to  create  strong  labor  and  environment  commissions  with 
the  necessary  teeth  to  review  national  enforcement,  and  to  hear 
and  follow  up  on  complaints  from  citizens  about  deficient 
enforcement. 

We  will  not  sacrifice  substance  for  speed  but  it  would  be 
our  hope  to  negotiate  the  supplemental  agreements  in  a  timely 
fashion,  to  enable  the  whole  NAFTA  package  to  go  to  Congress  for 
implementation  in  time  for  NAFTA  to  be  effective  on  January  1, 
1994.   Plans  for  border  cleanup  and  worker  retraining  and 
adjustment,  spearheaded  by  EPA,  State  and  Labor,  are  crucial 
parts  of  the  overall  NAFTA  package. 

*  GSP  Renewal 

The  Administration,  through  USTR,  will  seek  a  renewal  of  the 
Generalized  System  of  Preferences  (GSP)  program. 

This  program  promotes  economic  development  and  creates 
markets  in  developing  countries  and  is  an  important  tool  for  the 
promotion  of  our  trade  policy.   In  past  years,  GSP  has  been  used 
to  help  secure  gains  in  both  intellectual  property  and  worker 
rights  areas.   He  want  to  sharpen  its  use  in  these  areas. 

Our  initial  aim  is  to  prevent  the  program  from  lapsing  on 
July  4,  through  a  short-term  extension.   During  the  extension 
period,  we  would  take  a  hard  look  at  the  program  and  consider 
ways  of  improving  it.   He  are  currently  working  on  an  extension 
proposal. 

°  Japan 

No  single  trade  issue  had  proven  more  complex  or  contentious 
than  those  arising  from  our  bilateral  problems  with  Japan. 
Therefore,  it  is  vitally  important  that  we  make  progress  on  our 
market  access  problems  with  Japan,  many  of  which  have  been 
hurting  U.S.  companies  and  workers  for  more  than  a  decade. 

USTR  will  place  particular  focus  on  assuring  Japan  follows 
through  on  commitments  "already  made  to  the  U.S.  government  and 
addressing  on-going  sectoral  issues  such  as  auto  parts, 
automobiles,  telecommunications,  semiconductors,  construction, 
computers,  and  supercomputers.   He  will  also  insist  on  Japan 
assuming  its  share  of  the  responsibility  for  the  Uruguay  Round. 
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•  China 


USTR  has  aggressively  monitored  implementation  of  the  market 
access  agreement   signed   in   1992.      During   1992,    USTR  negotiators 
travelled  twice  to  Beijing,    pressing  the  Chinese  to  fulfill 
pledges  made  under  the  Agreement  to  open  their  markets  to  key 
U.S.    export  sectors.      USTR   is  also  discussing  additional  market 
openings   for  key   sectors,    beginning  with  computers  and   integrated 
circuits,    heavy  machinery,   medical  equipment,    and  distilled 
spirits. 

On  intellectual  property  rights,    the  Chinese  continue  to 
implement   faithfully  the  agreement  that  we   signed   in  January 
1992.      As  a  result   of  the  agreement  and   follow-on  discussions 
with  the  Chinese,    U.S.    agrichemical  and  pharmaceutical 
manufacturers   now  can  obtain  product  patent   protection  and,    for 
products  patented   in  the  United  States   between   1986  and   1993, 
administrative  protection  in  China. 

Finally,    because  China's  market  to  U.S.    services 
remains  largely  closed,    USTR  has  —  with   industry  support  — 
constructed  a  new  trade   initiative  for  U.S.    service  firms 
designed  to  secure  fair  and  comparable  access  for  U.S.    firms. 

•Title  VII 

USTR  conducts  the  annual  investigation  of  discrimination  in 
foreign  government  procurement,  provided  for  in  Title  VII  of  the 
1988  Trade  Act.   The  investigation  is  a  detailed,  resource- 
intensive  one,  employing  many  information  sources  —  from  our 
embassies,  from  the  private  sector,  from  various  agencies  of  the 
government  —  and  significant  staff  time. 

An  interagency  group,  led  by  USTR,  examines  in  some  detail 
the  procurement  practices  and  policies  of  countries  which  sell  to 
the  U.S.  government.   The  review  involves  a  tremendous  amount  of 
cooperation  among  agencies  of  the  executive  branch,  as  well  as 
with  the  Congress. 

I  would  like  to  emphasize  that  we  share  the  objective  of  the 
Congress,  reflected  in  the  Title  VII  statute,  of  opening  foreign 
government  procurement  markets  to  U.S.  exporters.  Our  efforts 
under  Title  VII  to  open  the  EC's  market  in  the  telecommunications 
and  heavy  electrical  sectors  reaffirms  our  commitment  to  this 
objective.   We  will  continue  to  work  diligently  to  see  that  Title 
VII  concerns  are  addressed. 

•  Asia  Pacific  Economic  Cooperation  (APEC) 

The  Asia-Pacific  region  is  collectively  America's  largest 
trading  partner  and  the  most  dynamic  region  of  economic  growth  in 
the  world.   Our  economic  future  is  heavily  bound  up  with  Asia, 
yet  America's  economic  presence  and  leadership  in  the  region  has 
been  overshadowed  by  a  decade-long  trend  of  steadily  increasing 
Japanese  economic  presence  in  the  region. 

This  year,  the  United  States  chairs  the  15  nation  Asia 
Pacific  Economic  Cooperation  (APEC)  and  will  host  the  APEC 
ministerial  meeting  in  November  in  Seattle.   Our  position  in 
APEC,  at  the  time  of  a  new  Administration  in  Washington,  offers 
the  United  States  a  great  opportunity  to  strengthen  our  ties  with 
this  critical  region.   * 

•  Intellectual  Property  Issues 

USTR  staff  is  in  the  process  of  completing  review  of  our 
trading  partners'  protection  of  intellectual  property  rights 
(IPR)  and  market  access  issues  under  the  "Special  301"  provisions 
of  the  1974  Trade  Act.   The  results  of  the  review  must  be 
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announced  by  April  30.   Currently,  negotiations  are  on-going  with 
a  nuaber  of  countries  seeking  to  avoid  designation  as  "priority 
foreign  countries." 

While  I  am  not  currently  in  the  position  to  name  specific 
countries  against  which  we  may  recommend  action,  I  want  to 
underscore  the  Administration's  commitment  to  protecting  U.S. 
intellectual  property  and  engaging  other  countries  at  all  levels. 
We  recently  entered  into  an  agreement  with  the  Philippines 
committing  them  to  making  the  legislative  and  administrative 
changes  needed  for  a  world  class  intellectual  property  regime. 
USTR  will  continue  to  work  aggressively  to  enforce  U.S. 
intellectual  property  rights  worldwide. 

Special  301  has  been  a  very  valuable  statute,  but  ultimately 
its  credibility  rests  on  our  willingness  to  take  strong  action 
against  those  countries  which  contribute  to  piracy. 

*  Section  301  Review 

On  March  31,  1993,  we  released  the  eighth  annual  National 
Trade  Estimates  (NTE)  report  on  foreign  trade  barriers. 
This  report  helped  us  catalog  information  on  various  trade  issues 
and  facilitated  the  establishment  of  our  trade  priorities  and 
allocation  of  resources.   Despite  the  evidence  of  extensive  trade 
barriers  maintained  in  44  nations,  there  were  no  pending  Section 
301  investigations  at  the  time  the  Administration  took  office. 

USTR  staff  have  begun  a  comprehensive  review  of  the  most 
significant  barriers  in  the  NTE  Report  and  are  identifying  those 
barriers  that  can  best  be  addressed  through  the  use  of  Section 
301,  if  our  current  bilateral  or  multilateral  efforts  do  not 
result  in  market-opening  measures. 

*  Canada 

We  recently  achieved  a  successful  completion  of  the  third 
round  of  accelerated  elimination  of  tariffs  under  the  U.S.  - 
Canada  FTA.   Agreement  was  reached  far  earlier  than  scheduled  and 
tariffs  on  over  100  items,  valued  at  approximately  one  billion 
dollars  in  two-way  trade,  were  eliminated.   The  previous  two 
rounds  of  accelerated  tariff  elimination  resulted  in  early 
removal  of  tariffs  on  over  $8  billion  in  bilateral  trade. 

Lingering  disputes,  particularly  with  respect  to  beer  and 
wheat  require  continued  discussions  with  Canadian  officials, 
however . 

•The  European  Community  (EC). 

USTR  has  moved  strongly  on  certain  disputes  with  the  EC, 
which  have  clouded  this  critical  trading  relationship.   The 
closed  nature  of  the  EC  procurement  market  has  frustrated 
negotiations  on  the  GATT  Procurement  Code  and  been  a  major 
obstacle  for  U.S.  exporters  for  years,  especially  in  the 
telecommunications  sector. 

My  visit  to  Europe  in  late  March  and  the  efforts  of  USTR  in 
the  short-term  emphasize  the  Administration's  interest  in  renewed 
engagement  in  the  Uruguay  Round,  discussions  about  the  utilities 
directive,  the  failure  of  the  EC  to  implement  aspects  of  the 
Blair  House  agreement  on  agriculture,  discriminatory  actions 
against  U.S.  audiovisual  interests,  and  our  continuing  concerns 
about  EC  subsidies  to  the  Airbus  consortium. 

I  have  secured  a  commitment  from  the  EC  that  the  oilseeds 
part  of  the  Blair  House  agreement  would  be  implemented  in  May, 
with  other  parts  of  the  agreement  being  implemented  in  April. 

'Trade  and  the  Environment 
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The  issues  involving  ths  intersection  of  trad*  and 
environmental  policy  hava  provan  to  ba  extreaaly  coaplicatad  and 
difficult.  Thara  has  bean  no  coherent  U.S.  policy  in  this  area, 
and  in  the  past,  U.S.  actions  and  policy  in  particular  instances 
were  unsupported  in  the  international  arena. 

USTR  is  actively  involved,  along  with  other  agencies,  in  the 
effort  to  fashion  a  coherent  Administration  policy,  which  would 
serve  the  Administration's  objectives  of  both  expanded  trade  and 
sustainable  developaent. 

USTR  has  chaired  an  interagency  group  which  conducted  a 
review  focusing  on  three  key  areas:   the  use  of  trade  measures  to 
achieve  environmental  objectives;  linkages  between  trade  and 
environmental  agreements;  and  process  issues  involving  trade  and 
the  environment,  including  public  participation  and  interagency 
coordination.  He  anticipate  further  effort  will  be  necessary  on 
this  important  but  difficult  issue. 

Authorization  and  Budoet  Request 

This  authorization  request  seeks  a  two-year  authorization 
for  the  Office  of  the  United  States  Trade  Representative, 
covering  fiscal  years  1994  and  1995.  Our  request  parallels  prior 
year  authorizations.   We  are  requesting  a  straightforward 
extension  of  existing  budgetary  authorities.   The  proposed  budget 
authorization  level  for  fiscal  year  1994  is  $20,143,000,  and  for 
fiscal  year  1995  the  proposed  level  is  $20,419,000.   He  are  also 
proposing  to  continue  the  existing  authority  allowing  USTR  to 
carry  over  up  to  $2,500,000  of  its  annual  budget  until  expended. 

For  FY  '94  our  request  is  a  modest  one.  He  are  requesting 
$20.1  million  in  budget  authority.  This  represents  only  $151,000 
more  than  the  level  appropriated  last  year  ($19.9  million).   This 
request  incorporates  the  features  of  the  President's  program  to 
reduce  full-time  equivalent  positions  and  to  cut  administrative 
expenses.   Compared  with  the  fiscal  year  1993  appropriation  level 
we  have  cut  those  positions  by  5  and  trimmed  our  administrative 
expenses  by  slightly  more  than  3  percent.  These  cuts  for  the 
organization  charged  with  handling  trade  issues  for  one  of  the 
world's  preeminent  trading  powers  are  not  insignificant. 
Our  budget  request  is  $400,000  less  than  what  is  actually  needed 
to  keep  pace  with  current  service  needs  and  in  real  dollar  terms, 
is  8%  less  than  three  years  ago. 

It  is  undisputed  that  the  Office  of  the  United  States  Trade 
Representative  has  a  critical  mission  and,  as  my  testimony 
outlines,  a  full  agenda.   It  is  a  mission  the  staff  at  USTR  and  I 
have  taken  on  with  enthusiasm.   At  the  negotiating  table,  we  will 
be  representing  the  interests  of  American  workers,  farmers  and 
businessmen  and  women,  just  as  my  counterparts  represent  theirs. 
I  will  do  so  with  a  relatively  small  staff  and  budget  —  only  157 
full-time  equivalent  positions  —  and  the  assistance  and 
participation  of  other  agencies  and  departments. 

In  closing,  Mr.  Chairman,  I  would  remind  the  Committee  that 
USTR's  challenges  are  formidable,  but  so  is  our  resolve.   To 
effectively  face  these  challenges,   I  urge  the  Committee  to 
approve  our  request  for  a  two-year  authorization  covering  fiscal 
years  1994  and  1995.  In  past  years  you  have  strongly  supported 
USTR's  mission  to  open  markets  and  to  expand  trade  throughout  the 
world.   Your  continued  support  remains  critical  to  America's 
economic  prosperity.    * 
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Chairman  Gibbons.  Mr.  Kantor,  we  appreciate  your  statement, 
the  thoroughness  and  the  vigor  with  which  it  was  delivered. 

Your  budget  is  modest  and  certainly  will  have  no  great  opposi- 
tion in  this  committee.  I  would  only  warn  you  based  upon  the 
abundance  of  experience,  I  applaud  the  staff  and  their  vigor,  but 
you  can't  work  day  in  and  day  out,  week  in  and  week  out,  weekend 
after  weekend,  long  hours,  without  suffering  a  terrible  loss  of  pro- 
ductivity, plus  a  loss  of  balance  in  judgment.  So  don't  let  them 
work  too  hard,  Mr.  Kantor.  If  you  do,  we  will  all  pay  the  penalty 
if  you  push  them  too  hard. 

Ambassador  Kantor.  We  will  try  to  be  balanced,  Mr.  Chairman. 

Chairman  Gibbons.  Yes,  you  need  that,  particularly  in  your 
agency  where  you  have  got  to  think  critically  and  originally  and  ob- 
jectively and  you  are  on  just  about  a  24  hour  clock  anyway  because 
you  deal  with  the  world.  And  that  is  a  difficult  situation. 

Let  me  talk  to  you  now,  though,  about  the  substance  of  what  we 
are  here  for  today.  There  are  many  members  here,  so  I  am  going 
to  try  to  keep  myself  down  to  the  5  minutes. 

You  want  a  brief  extension  of  fast  track  unincumbered  iust  to 
complete  the  Uruguay  round.  When  will  you  actually  send  that  up 
for  introduction  so  we  can  work  a  schedule  out  on  it? 

Ambassador  Kantor.  Our  request  is  presently  at  the  Office  of 
Management  and  Budget.  As  soon  as  it  has  been  cleared  by  that 
agency,  the  administration  will  submit  it.  Obviously,  we  would  like 
as  quick  action  as  possible,  working  of  course  with  the  Congress. 

Chairman  Gibbons.  Thank  you. 

Secondly,  GSP  expiring  this  year.  I  would  imagine  that  you  won't 
have  time  to  make  any  substantive  changes  in  it  or  perhaps  only 
small  substantive  changes.  Would  you  would  just  like  a  brief  exten- 
sion of  GSP? 

Ambassador  Kantor.  We  are  going  to  ask  for  a  1-year  extension 
and  we  will  not  ask  for  any  substantive  changes  in  GSP. 

Chairman  Gibbons.  Fine.  That  is  a  good  way  to  handle  it.  We 
all  have  such  a  big  trade  agenda. 

I  am  glad  you  pointed  out  the  great  market  opportunities  that 
we  have  in  Asia.  I  have  just  come  from  a  meeting  with  the  New 
Zealanders.  This  committee  is  going  to  meet  with  the  Australians 
on  the  second  for  breakfast,  looking  at  the  Asian  region  from  their 
point  of  view.  And  we  plan  to  visit  Asia  this  August,  as  many  of 
us  as  can  get  away.  We  need  to  pay  attention  to  Asia,  because 
there  is  an  awful  lot  of  trade  opportunities  and  trade  problems  that 
arise  there.  In  a  macro  sense,  it  is  our  biggest  market  and  biggest 
potential  market. 

I  noticed  in  your  statement  that  you  said  you  were  going  to  later 
on  ask  for  fast  track  authority  on,  I  think,  Chile,  as  I  recall.  I 
would  urge  you  to  go  ahead  on  that,  if  you  can.  Get  clearance 
throughout  the  agency.  I  don't  think  there  would  be  any  trouble  in 
negotiating  a  free  trade  arrangement  with  Chile. 

Ambassador  Kantor.  We  are  deeply  committed,  this  adminis- 
tration, as  soon  as  the  NAFTA  is  initiated,  to  begin  negotiations 
with  Chile  in  hopes  and  in  expectation  that  they  would  join  what 
then  would  become  the  Free  Trade  Agreement  for  the  Americas. 
The  President  is  committed  to  that  and  we  believe  that  would  be 
proper. 
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Chairman  Gibbons.  Yes,  there  is  a  whole  market  there  that  we 
tend  to  overlook  all  the  time.  That  brings  me  to  the  Caribbean.  And 
I  know  that  the  Caribbean  together  is  about  40  million  people  in 
23  countries  with  whom  we  have  a  free  trade  agreement  now.  And 
they  are  concerned  about  the  possibility  of  NAFTA  discriminating 
against  them. 

I  would  call  to  your  attention  that  I  have  introduced  some  legis- 
lation that  I  would  ask  you  all  to  look  over  that  would  grant  on 
a  temporary  basis,  only  for  3  years,  to  the  Caribbean  the  same 
privileges  that  come  out  of  NAFTA  to  Mexico  and  then  after  that 
if  they  wanted  to  renew  those  or  you  wanted  to,  they  would  have 
to  come  in  and  negotiate  those  out  with  you.  I  would  nope  that  you 
would  give  that  consideration  because  I  think  we  owe  a  special  ob- 
ligation to  the  Caribbean.  They  are  so  small  and  so  poor  and  so  de- 
pendent upon  us  and  we  have  a  very  favorable  balance  of  trade 
with  them.  In  spite  of  the  fact  that  we  have  a  one-way  preferential 
trtade  arrangement  with  CBI — I  ask  to  you  cast  your  eyes  down 
there  in  a  sympathetic  manner. 

When  do  you  think  you  will  have  a  conclusion  of  your  supple- 
mental NAFTA  agreements?  Can  you  give  us  any  timetable  to 
think  about? 

Ambassador  Kantor.  Well,  of  course  that  is  dependent  on  many 
factors.  I  believe  we  will  be  finished  in  the  midsummer  in  time  to 
get  the  full  package  of  implementation  legislation  plus  the 
supplementals  to  the  Congress  either  right  before  or  right  after 
your  break  in  hopes  that  in  the  early  fall  we  can  have  it  passed. 
That  would  be  in  time,  of  course,  for  the  January  1,  1994,  imple- 
mentation date. 

Chairman  Gibbons.  And  then  if  the  Uruguay  round  fast  track  is 
successful  and  the  negotiations  are  successful,  we  will  be  deep  into 
the  Uruguay  round  this  time  next  year. 

Ambassador  Kantor.  We  would  hope  and  expect  that  would  be 
true,  Mr.  Chairman.  As  you  can  see,  we  have  quite  an  agenda  to- 
gether. 

Chairman  Gibbons.  I  want  to  commend  you  for  our  success  in 
negotiation  with,  certainly,  Britain  and  I  support  what  you  have 
been  doing.  Keep  up  the  good  work. 

Ambassador  Kantor.  Thank  you,  Mr.  Chairman.  I  appreciate  it. 

Chairman  Gibbons.  Mr.  Matsui. 

Mr.  Matsui.  Thank  you,  Mr.  Chairman,  for  holding  this  hear- 
ing,and  how  wonderful  that  it  falls  on  a  very  timely  day  in  particu- 
lar. 

Mr.  Ambassador,  I  would  like  to  thank  you  and  congratulate  you 
on  the  agreement  reached  today  with  the  Europeans.  I  think  the 
fact  that  you  raised  this  issue,  threatened  that  title  VII  sanctions 
would  be  taken,  and  then  the  fact  that  you  reached  at  least  a  ten- 
tative agreement  with  the  Europeans  at  this  time  is  commendable 
and  indicates  the  negotiating  skills  that  you  have.  The  President 
clearly  snowed  good  judgment  when  he  selected  you  as  our  USTR. 

The  tentative  agreement  you  made  deals  with  the  heavy  elec- 
trical equipment.  But  the  issue  of  telecommunications  is  of  course 
still  outstanding.  I  recall  back,  I  believe  it  was  1986,  when  the 
courts  mandated  the  split  up  of  the  telephone  industry  in  the  seven 
operating   companies,   we   virtually   opened   up   our   entire   tele- 
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communications  industry  to  whomever  wanted  to  come  in.  Unfortu- 
nately, at  that  time  then-Attorney  General  William  French  Smith, 
did  not  save  U.S.  market  access  for  the  purpose  of  negotiating  to 
try  to  open  up  other  markets.  It  was  a  mistake  that  obviously  some 
6  or  7  years  later  we  have  come  to  really  regret.  We  have  not  been 
successful,  in  your  negotiations,  in  terms  of  the  telecommunications 
issue. 

You  have  indicated  that  you  will  continue  on  at  least  proportion- 
ally with  the  title  VII  sanctions  in  that  particular  area.  I  would 
just  wish  you  to  know  for  whatever  it  is  worth  that  many  of  us  who 
are  considered  free  traders  are  strongly  behind  your  efforts,  and  we 
want  to  commend  you  and  urge  you,  to  continue  your  actions  be- 
cause certainly  there  is  no  reason  why  our  markets  should  be  open 
to  European,  Japanese,  and  other  telecommunications  products 
while  at  the  same  time  the  European  market  is  closed  and  some 
of  the  other  markets  are  closed  as  well.  We  want  you  to  know  that 
we  are  fully  behind  your  efforts  in  this  area. 

I  would  just  like  to  ask,  if  I  may,  one  question  with  respect  to 
this.  Will  these  discussions  that  you  are  having,  in  your  opinion, 
have  any  bearing  on  the  negotiations  going  on  regarding  the  Uru- 
guay round? 

Ambassador  Kantor.  Thank  you,  first  of  all,  Congressman  Mat- 
sui,  for  those  kind  words.  This  is  only,  as  they  say,  the  first  inning, 
I  have  a  long  way  to  go,  but  I  appreciate  that. 

Let  me  note  the  telecommunications  market  in  this  country  is 
wide  open.  There  is  no  discrimination  whatsoever.  In  fact,  54  per- 
cent of  our  central  switch  market,  the  most  expensive  goods  pur- 
chased by  telecommunications  companies,  is  held  by  foreign  compa- 
nies. We  have  a  tiny  percentage  in  Europe  by  comparison  and  that 
is  why  the  sanctions  are  going  to  be  invoked  in  this  area  with  the 
hope  that  we  can  persuade  the  Europeans  to  open  that  market.  It 
is  an  important  market  and  we  need  to  do  that. 

Let  me  address  your  question  on  the  Uruguay  round.  I  think  that 
in  light  of  that,  the  fact  that  we  could  open  the  heavy  electrical 
equipment  market  which  historically  has  been  closed  is  encourag- 
ing. We  haven't  sold  a  steam  turbine  since  the  Marshall  Plan  in 
Europe,  or  a  gas  turbine  in  10  or  11  years  now;  10  years,  1983. 

I  believe  our  ability  is  to  reach  this  agreement  and  to  move  onto 
category  A  procurement  bodes  well  for  our  ability  to  achieve  a  mar- 
ket access  package  in  order  to  grow  our  economy  and  the  global 
economy.  We  also  seek  to  reach  some  agreement  on  intellectual 
property  protection,  service  protection,  audio  visual  and  to  resolve 
other  problems  with  the  Dunkel  text  by  December  15. 

I  am  encouraged  by  what  happened  today. 

Mr.  Matsui.  Thank  you  very  much,  Mr.  Ambassador. 

Chairman  Gibbons.  Mr.  Crane. 

Mr.  Crane.  Thank  you,  Mr.  Chairman. 

I  am  encouraged  by  your  response  on  the  issue  of  Chile  and  a 
free  trade  agreement  with  them.  I  am  curious  after  we  get  the  Uru- 
guay round  and  the  North  American  Free  Trade  Agreement  behind 
us  and  your  dish  is  full  already,  but  looking  to  fiscal  year  1994,  are 
you  giving  any  thought  to  exploring  the  possibility  of  free  trade 
agreements  with,  say,  Korea,  Taiwan,  any  of  the  Pacific  Rim  coun- 
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tries?  And  if  so,  do  you  have  the  budgetary  resources  necessary  to 
contemplate  that  in  fiscal  year  1994? 

Ambassador  Kantor.  Without  getting  too  far  out  in  front  of  the 
President  for  whom  I  work,  let  me  indicate  that  the  Pacific  basin — 
the  Asia  Pacific  area — is  critical  to  us.  We  would  like  to  use  your 
chairmanship  of  APEC  to  begin  to  address  trade  issues.  We  nope 
that  will  lead  to  more  open  trade  with  all  the  nations  of  the  Asian 
Pacific  region. 

We  willalso  have  bilateral  discussions  whether  it  be  with  Japan, 
China,  Korea,  Taiwan,  Singapore,  or  others  to  continue  to  open 
those  markets.  We  will  commit  the  requisite  amount  of  resources 
to  make  that  happen. 

I  might  note,  this  office,  even  with  the  small  staff,  has  been  able 
to  work  on  both  the  NAFTA  and  the  Uruguay  round.  I  believe  we 
do  have  the  resources  to  make  that  happen. 

Mr.  Crane.  Do  you  have  any  estimated  costs  of  the  commissions 
for  these  side  bar  agreements?  What  is  your  estimate  of  the  costs 
of  that? 

Ambassador  Kantor.  The  current  negotiations  indicate  it  will  be 
fairly  small.  We  can  handle  those  costs  within  the  proposed  budget. 
Of  course,  we  will  expect  the  other  two  countries  to  share  any 
costs. 

Mr.  Crane.  And  finally,  is  there  a  possibility  that  there  may  be 
imposition  of  a  small  border  fee  to  pay  for  the  cost  of  NAFTA  im- 
plementation? Is  that  under  serious  consideration? 

Ambassador  Kantor.  We  have  not  yet  discussed  border  cleanup. 
When  we  do,  of  course,  the  funding  of  that  becomes  an  important 
issue.  Frankly,  we  are  looking  for  some  creative  ways  to  handle 
this  problem.  This  must  be  dealt  with  without  having  a  major 
budgetary  impact  or  inhibiting  trade  or  putting  an  unusual  burden 
on  business. 

As  you  know,  we  have  taken  this  country  from  a  multibillion  dol- 
lar deficit  with  Mexico  in  trade  to  a  $4  billion  surplus.  This  is  fa- 
vorable to  American  workers.  We  would  rather  not  put  any  burden 
on  trade  because  the  opening  of  these  borders  has  been  so  helpful 
to  us. 

Mr.  Crane.  I  would  hope  that  you  would  adhere  to  that  position 
because  of  the  potential  for  a  German  firm  or  Japanese  firm  open- 
ing up  a  facility  in  Mexico  and  then  importing  parts  into  the  coun- 
try and  putting  American  exporters  into  Mexico  at  a  disadvantage. 
So  I  am  happy  to  hear  your  response  to  that.  Thank  you  for  your 
testimony. 

Ambassador  Kantor.  Thank  you.  I  appreciate  it. 

Mr.  Gibbons.  Mrs.  Kennelly. 

Mrs.  Kennelly.  Thank  you,  Mr.  Chairman. 

And  thank  you,  Mr.  Kantor  for  coming.  We  have  been  very  fortu- 
nate in  this  country  in  having  remarkably  bright  USTRs  in  modern 
history,  and  yet  some  of  us  on  this  committee  have  been  dis- 
appointed that  we  have  not  used  the  availability  of  some  of  our 
tools  to  be  a  bit  more  aggressive.  One  of  the  areas  that  I  am  refer- 
ring to  is  the  Special  301  provision. 

And  I  know  as  recently  as  today  that  you  have  announced  that 
you  are  going  to  be  more  attentive  to  this  provision.  First,  what  is 
your  vision  of  the  new  301,  using  it  as  I  always  thought  it  should 
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be  used  and  could  be  used,  but  hasn't  been  used?  And  the  other 
question  is  how  does  enforcement  of  intellectual  property  and  pat- 
ents play  a  role?  This  is  an  area  where  we  perform  significant  re- 
search and  development.  We  have  the  intellectual  property  and  we 
should  be  able  to  export  it  but  if  we  can't  protect  it,  we  are  going 
to  be  left,  as  in  many  other  areas,  being  out  competed.  So  I  would 
ask  you  how  you  intend  to  use  the  301  provision  more  effectively? 

Ambassador  Kantor.  First  of  all,  thank  you,  Congresswoman 
Kennelly,  for  that  question.  No  one  ever  accused  me  of  not  being 
aggressive.  I  have  been  accused  of  a  lot  of  things  but  that  is  not 
one. 

We  are  now  reviewing  Special  301.  We  are  serious  about  enforc- 
ing Special  301.  I  believe  you  will  be  interested  in  our  announce- 
ment on  30  April. 

Mrs.  Kennelly.  Do  I  understand  this  is  a  list  that  will  be 

Ambassador  Kantor.  It  will  be  a  list.  Let  me  just  say  that  we 
are  not  going  to  be  shy  about  making  sure  that  countries  adhere 
to  their  responsibilities  for  intellectual  property  protection.  The 
huge  cost  to  this  country  in  intellectual  property  violations  is  a 
major  concern  of  this  administration.  I  have  raised  this  concern 
with  Ambassadors,  Trade  Ministers,  and  prime  ministers  when 
they  have  been  here  in  Washington.  We  have  made  it  clear  to  them 
that  we  are  not  going  to  stand  by  and  have  intellectual  property 
in  any  way  offended  or  taken  away. 

As  you  know,  intellectual  property  protection  is  essential  for  the 
cutting  edge  technologies  that  will  be  the  fuel,  I  hope,  for  the 
growth  of  this  economy  and  the  growth  of  many  more  jobs  for  U.S. 
workers. 

And  so  we  are  dead  serious  about  enforcing  Special  301,  and  I 
hope  you  will  be  satisfied  with  what  we  announce  on  the  30th  of 
April. 

Mrs.  Kennelly.  Thank  you  very  much.  Thank  you,  Mr.  Chair- 
man. 

Chairman  Gibbons.  Mr.  Thomas. 

Mr.  Thomas.  Thank  you,  Mr.  Chairman. 

Mr.  Ambassador,  welcome.  Once  again,  I  want  to  underscore  all 
of  the  comments  that  the  chairman  made.  This  particular  season 
when  partisanship  unfortunately  seems  to  be  the  mode  on  a  num- 
ber of  issues,  in  the  area  of  trade  we  have  had  an  unusual  degree 
of  bipartisan  support  for  whichever  administration,  and  to  a  very 
great  extent  I  believe  it  is  because  of  the  reason  that  my  colleague 
from  Connecticut  indicated;  that  whoever  has  occupied  this  posi- 
tion, they  have  been  extremely  talented  people  with  very  dedicated 
and  talented  staffs. 

Having  said  that,  I  am  somewhat  concerned  about  folks  already 
working  on  weekends,  given  the  number  of  staff  that  you  have  in 
regard  to  the  chairman's  comments.  If  every  department  and  agen- 
cy asked  for  only  a  1.26  percent  increase  and  they  had  the  produc- 
tivity of  USTR  we  would  not  be  in  some  of  the  problems  that  we 
are  today  from  the  deficit. 

But  my  concern  is  this:  When  you  look  at  our  aggressive  trade 
policy  on  a  worldwide  basis  and  view  it  as  a  military  campaign  in 
terms  of  a  European  front,  an  Asian  front,  a  Western  Hemisphere 
front,  both  North  and  South,  the  troops  that  you  have  get  stretched 
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very  thin,  especially  when  you  look  at  a  calendar  and  there  are  in- 
evitably skirmishes  going  on  at  the  same  time  in  several  different 
theaters.  I  think  in  trie  past  there  has  been  an  attempt  to  augment 
the  staff  through  detailees  or  contract  people  in  particular  areas. 

Has  there  been  any  consideration  or  have  you  discussed  that  con- 
cept? If  you  aren't  going  to  be  able  to  beef  up  your  full-time  staff 
necessarily,  do  you  have  some  contingency  plans  or  have  you  talked 
at  all  about  making  sure  that  there  are  enough  bodies  when  there 
are  multiple  fronts  that  have  been  opened  on  the  trade  negotiation 
front? 

Ambassador  Kantor.  First  of  all — I  appreciate  your  kind  re- 
marks. I  will  hope  to  live  up  to  the  high  standards  that  my  prede- 
cessors have  set.  You  are  right  and  they  have  acted  in  a  non- 
partisan manner  and  I  hope  to  carry  on  that  tradition.  I  have  tried 
to  do  it  thus  far  and  I  will  continue  to  try  to  do  that. 

I  will  note  that  we  have  on  board  right  now  50  detailees.  It  will 
be  cut  to  42,  but  that  is  not  really  descriptive  of  the  entire  story, 
Mr.  Thomas.  We  have  had  tremendous  cooperation  from  the  De- 
partments of  Commerce,  Treasury,  and  State,  as  weak  as  the 
Council  of  Economic  Advisers  on  various  discrete  issues  within 
their  area  of  expertise.  I  am  pleased  by  the  kind  of  cooperation  that 
has  been  afforded  this  office.  This  has  helped  tremendously. 

I  don't  think  we  need  more  than  we  have  asked  for.  If  I  find  that 
it  is  impossible  to  carry  out  these  tasks  in  this  situation  under  this 
budget,  then  I  would  go  to  the  President  and  ask  for  more.  We  do 
need  to  deal  with  the  structural  budget  deficit — and  I  understand 
we're  not  going  to  end  the  deficit  on  the  back  of  the  United  States 
Trade  Representative's  office.  It  is  symbolically  important  and  we 
are  part  of  this  commitment. 

Mr.  Thomas.  I  would  urge  you  as  you  continue  to  use  detailees 
or  contract  people  if  you  notice  a  continuing  dipping  into  the  same 
well,  that  would  indicate  that  you  need  to  add  someone  in  that 
area.  And  I  think  you  would  find  unanimity  on  this  committee  to 
augment  the  staff  rather  than  to  continue  to  borrow  from  Com- 
merce or  other  areas. 

In  review  of  the  subject  matter,  in  terms  of  GSP,  there  are  some 
of  us  who  have  been  watching  that  over  the  years  and  have  made 
suggestions  which  were  adopted  into  the  statute  over  the  years, 
and  if  you  are  going  to  ask  for  a  1-year  extension  with  no  statutory 
changes,  we  may  want  to  visit  with  you  in  terms  of  some  of  the  dis- 
cretionary power  that  the  administration  has  and  the  way  it  has 
been  exercised  in  the  past  and  perhaps  we  could  get  substantive 
changes  in  the  administrative  application  rather  than  statutory 
changes. 

In  regard  to  the  discussion  of  bilaterals,  I  think  there  is  a  role 
for  bilaterals.  I  would  prefer  it  to  be  seen  on  a  multilateral  basis 
in  terms  of  a  world  trade  structure,  but  if  you  are  talking  about 
additional  nations  in  the  Western  Hemisphere  like  Chile,  it  be- 
comes doubly  important  that  we  get  NAFTA  right  because  it  will 
be  a  model  for  using  in  other  areas. 

And  last,  let  me  say  that  there  is  already  a  watch  begun  in  terms 
of  our  relationships  with  Mexico  because  it  appears  as  though  there 
may  be  some  nontariff  barriers  that  are  appearing  even  before 
'NAFTA  is  put  in  place  so  that  the  agreed  upon  tariff  reductions  in 
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the  North  American  Free  Trade  Agreement  may,  in  essence,  be 
meaningless  if  Mexico  is  beginning  to  institute  nontariff  barriers. 

I  submitted  a  series  of  questions  to  you  on  March  11.  We  re- 
ceived a  copy  of  them  on  April  21.  A  number  of  them  are  single 
paragraphs  which,  in  essence,  Mr.  Ambassador,  I  could  have  writ- 
ten myself.  I  don't  ask  questions  that  I  already  know  the  answer 
to  for  the  sake  of  asking  questions,  nor  do  I  want  to  occupy  your 
staffs  time  in  terms  of  giving  me  one  paragraph  answers  that  have 
no  content.  So  we  are  going  to  have  to  work  out  a  timeframe  in 
some  sort  of  a  prioritizing.  I  only  ask  questions  because  I  need  an 
answer.  And  I  would  rather  have  you  tell  me  that  you  are  not 
going  to  tell  me  because  you  don't  know  or  don't  want  to  tell  me 
rather  than  having  someone  sit  down  and  link  a  group  of  words  to- 
gether that  don't  really  mean  or  say  anything.  But  thank  you  for 
your  continuing 

Ambassador  Kantor.  Congressman,  I  will  take  a  look  at  those 
questions  and  I  will  sit  down  and  write  the  answers  myself. 

Mr.  Thomas.  If  you  don't  understand  it,  there  was  a  reason  for 
asking  it.  And  if  we  were  inarticulate  in  asking  it,  perhaps  a 
reasking  of  the  question  would  be  helpful.  I  am  not  in  the  practice 
of  asking  questions  that  I  don't  need  the  answer  to. 

Ambassador  Kantor.  Congressman,  I  have  known  you  for  a  long 
time  and  you  are  not  inarticulate. 

Mr.  Thomas.  I  appreciate  that.  The  job  you  are  doing  is  as  im- 
portant as  anyone  else  in  this  or  any  other  administration,  laying 
the  ground  work  for  not  just  us  but  future  Americans.  So  I  really 
do  appreciate  the  work  that  you  are  doing. 

Chairman  Gibbons.  Mr.  Coyne. 

Mr.  Coyne.  Thank  you,  Mr.  Chairman. 

Mr.  Ambassador,  I  wonder  if  you  would  give  me  your  assessment 
of  what  a  successful  completion  of  the  Uruguay  round  would  mean 
to  the  manufacturing  sector  of  the  U.S.  economy. 

Ambassador  Kantor.  Mr.  Coyne,  in  general  we  will  have  a  net 
increase  of  employment  even  above  the  kinds  of  increases  we  have 
already  had  as  a  result  of  the  incredible  increase  in  exports  into 
Mexico.  As  you  know,  they  have  increased  from  $12  to  $40  billion; 
by  three  and  a  half  times. 

Much  of  that  increase  in  employment — and  it  has  been  estimated 
from  125,000  to  a  500,000  increase — will  be  in  the  manufacturing 
sector.  This  is  the  most  studied  treaty  with  24  different  studies  in 
the  history  of  this  country.  Every  study  except  one  indicates  more 
than  nominal  growth  in  the  manufacturing  sector. 

NAFTA  will  also  add  to  ourgross  domestic  product  and  to  in- 
come growth  in  the  country.  This  is  in  addition  to  the  current 
growth  because  the  Mexican  Government  has  opened  up  its  bor- 
ders. As  I  mentioned  before  the  United  States  now  has  a  trade  sur- 
plus rather  than  a  trade  deficit  with  Mexico. 

Mr.  Coyne.  So  as  a  result  of  the  Uruguay  round,  you  expect  a 
dramatic  increase  in  manufacturing  employment  with  the  success- 
ful completion  of  it? 

Ambassador  Kantor.  NAFTA  and  the  Uruguay  round.  The  Uru- 
guay round  will  have  a  more  dramatic  increase  in  employment  in 
the  manufacturing  sector,  especially  if  we  attain  our  goals  with  re- 
spect to  nonferrous  metal,  paper,  wood,  electronics,  construction 
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equipment,  agricultural  equipment  and  others.  We  have  a  long  list 
we  have  been  discussing  over  the  last  48  hours  with  the  European 
Community.  If  we  can  reach  agreement  on  a  bilateral  basis  and 
there  multilateralize  the  agreement,  it  will  have  a  huge  impact  on 
the  manufacturing  sector. 

Mr.  Coyne.  Do  you  intend  to  pursue  a  sectoral  agreement  in 
steel  at  the  same  time  that  you  are  negotiating  the  Uruguay 
round? 

Ambassador  Kantor.  We  are  attempting  to  deal  with  the  prob- 
lem of  overcapacity  in  the  steel  industry  through  the  multilateral 
process,  not  through  the  round  itself.  The  round  will,  however, 
touch  upon  some  concerns  in  the  steel  area  like  subsidies. 

Let  me  give  you  an  example:  The  European  Community  has  $75 
billion  in  steel  subsidies.  This  makes  it  difficult  for  the  U.S.  indus- 
try and  has  led  to  the  countervailing  duty  and  dumping  cases  and 
the  preliminary  decision  of  which  you  are  well  aware.  We  will  con- 
tinue to  try  to  reach  an  agreement  on  steel  through  that  process. 
We  will  not  do  anything  with  the  regard  to  the  normal  progression 
of  the  cases  that  are  going  through  the  process  and  will  be  finalized 
this  summer  at  the  Department  of  Commerce. 

Mr.  Coyne.  As  you  know,  when  President  Yeltsin  was  in  the 
country  a  couple  of  weeks  ago,  he  and  the  President  discussed  most 
favored  nation  status  for  Russia.  What  is  the  status  of  those  delib- 
erations? 

Ambassador  Kantor.  They  are  under  discussion  in  the  adminis- 
tration. As  you  know,  there  are  some  particular  problems  that  are 
being  discussed  with  the  President,  the  National  Security  Council, 
and  the  State  Department  regarding  continuing  problems  of  inte- 
gration with  Russia,  the  Confederation  of  States  and  the  former  So- 
viet Union.  Those  discussions  are  ongoing. 

Mr.  Coyne.  Thank  you  very  much. 

Chairman  Gibbons.  Mr.  Payne. 

Mr.  Payne.  Thank  you,  Mr.  Chairman. 

Mr.  Ambassador,  I  would  like  to  echo  the  words  of  my  colleagues 
as  I  express  my  appreciation  for  the  good  job  that  you  and  your 
staff  are  already  doing,  in  particularly  the  success  you  have  just 
had  in  the  negotiations  with  the  European  Community.  Thank  you 
for  that  and  I  look  forward  to  working  with  you  and  hopefully  we 
will  have  many  more  successes. 

I  would  like  to  spend  a  minute  and  talk  about  the  fast  track  ex- 
tension and  an  issue  that  is  of  real  importance  to  my  people  back 
home.  I  voted  against  the  fast  track  extension  in  1991,  and  at  that 
time  I  was  concerned  about  the  impact  of  phasing  out  the 
multifiber  arrangement  and  the  across-the-board  tariff  reductions 
and  the  impact  that  they  might  have  had  on  the  communities  and 
families  that  rely  on  the  textile  industry. 

In  my  district,  I  have  20,000  workers  in  the  textile  industry 
alone  and  others  in  apparel  and  fiber.  With  the  emphasis  of  this 
administration  on  jobs  and  on  the  economy,  I  would  hope  that  we 
might  also  take  another  look,  and  a  serious  look,  at  the  proposed 
agreement  on  textiles  and  how  we  might  improve  it.  For  instance, 
we  have  talked  about  the  fact  that  the  United  States  must  take  a 
strong  stand  on  opening  markets. 
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Here  are  some  examples  of  where  we  might  look  at  opening  mar- 
kets: India  exports  into  the  United  States  roughly  $1  billion  in  tex- 
tiles and  apparel  goods.  India  imports  from  the  United  States  zero 
in  those  areas;  Pakistan,  $586  million  and  imports  zero.  There  are 
many  other  examples  in  China  and  Thailand,  et  cetera.  It  seems 
with  these  kinds  of  figures  around  the  world,  that  any  phaseout  of 
MFA  or  tariff  concessions  should  be  done  only  with  some  kind  of 
linkage  to  a  guarantee  that  countries  worldwide  would  open  their 
markets  and  trade  would  take  place  on  some  kind  of  equitable  con- 
ditions of  competition. 

It  seems  the  U.S.  goal  in  the  GATT  agreement  ought  to  be  not 
only  free  trade,  but  fair  and  equitable  witn  reciprocity.  My  question 
is:  Could  you  provide  any  kind  of  update  as  to  what  the  President's 
thoughts  or  your  thoughts  are  on  the  GATT  and  the  fast  track  ex- 
tension as  it  relates  to  textiles? 

Ambassador  Kantor.  In  the  last  48  hours  that  has  been  an  issue 
that  has  been  discussed.  There  was  a  proposal  tabled  by  the  past 
administration  in  the  textile  and  apparel  area  which  we  did  not 
find  adequate  to  open  markets. 

You  indicate  that  China  exports  to  the  United  States  about  $2 
billion  of  textiles.  We  are  not  satisfied  with  the  markets'  access  in 
China.  We  believe  that  is  one  area  that  we  must  insist  be  opened 
on  a  multilateral  basis  in  the  Uruguay  round  if  we  are  going  to  ad- 
dress other  issues  that  the  European  Community  and  others  want 
us  to  address. 

Mr.  Payne.  So  in  terms  of  the  textile  negotiations,  there  is  con- 
sideration being  given  to  the  current  status  of  those  negotiations 
and  how  they  might  be  structured  under  the  GATT? 

Ambassador  Kantor.  As  of  Monday  afternoon,  Congressman,  we 
opened  that  up. 

Mr.  Payne.  Thank  you  very  much. 

Ambassador  Kantor.  We  raised  that  issue  with  them  precisely; 
12  different  sectors,  apparels  and  textiles  being  one,  and  we  might 
take  one  off  of  the  table  and  reconstitute  it. 

Mr.  Payne.  And  I  would  like  to  offer  any  assistance  that  I  might 
offer  as  you  consider  the  positions  and  so  forth  in  the  textile  area. 

Ambassador  Kantor.  Congressman,  given  the  reaction  I  think  I 
amgoing  to  need  all  the  help  that  I  can  get. 

[The  following  was  subsequently  received:] 
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THE  UNITED  STATES  TRAOE  REPRESENTATIVE 

Executive  Office  of  the  President 

Wesnington.  DC    20506 

April    29,    1993 


The  Honorable  L.F.  Payne 
U.S.  House  of  Representatives 
Washington,  O.C.  20515 

Dear  Congressman  Payne: 

The  purpose  of  this  letter  is  to  respond  to  the  concerns  you 
have  raised  with  me  regarding  the  Uruguay  Round  and  its  impact  on 
the  textile  and  apparel  industry.   In  specific,  I  want  to  respond 
to  your  concern  about  the  combined  effect  of  the  ten-year  phase- 
out  of  the  Multifiber  Arrangement  (MFA)  called  for  in  the  Dunkel 
draft  and  the  tariff  proposals  that  were  explored  with  the 
European  Community  by  the  Bush  Administration  in  January  of  this 
year. 

I  have  been  discussing  a  number  of  issues  with  the  European 
Community  in  light  of  this  Administration's  desire  to  obtain 
significant  market  access  for  a  number  of  American  manufacturing 
and  natural  resource  sectors.   During  the  course  of  those 
discussions,  the  European  Community  has  reiterated  its  request 
for  significant  cuts  in  tariffs  on  textiles  and  apparel. 
As  I  stated  when  I  appeared  before  the  Ways  and  Means  Committee 
last  week,  the  MFA  phaseout  provisions  are  an  area  that  must  be 
revisited  if  we  are  to  address  the  European  Community's  tariff 
request.   In  particular,  we  will  need  to  assure  an  adequate 
adjustment  period  for  the  MFA  phaseout  and  I  will  work  with  you 
in  resolving  that  issue. 

In  response  to  the  EC's  requests,  I  have  expressed  this 
Administration's  strong  support  for  the  textile  and  apparel 
workers  in  this  country.   I  have  specifically  stated  that  we  will 
be  seeking  strong  market  access  provisions  for  textiles  and 
apparel  that  will  materially  help  our  industries  gain  sales 
overseas,  thereby  helping  to  keep  textile  and  apparel  jobs  here 
at  home.   As  you  know,  the  United  States  has  made  its  willingness 
to  accept  the  Dunkel  draft  on  textiles  and  apparel  contingent 
upon  receiving  satisfactory  market  access  for  our  textile  and 
apparel  exports.   You  can  rest  assured  that  I  will  insist  on 
adequate  market  access ■ for  our  textile  and  apparel  industries. 

In  addition,  I  have  also  insisted  that  the  EC  join  us  in 
seeking  strong  commitments  to  address  the  growing  problem  of  the 
circumvention  of  our  quota  system  through  transshipped  goods.   As 
you  know,  the  U.S.  Customs  Service  has  estimated  that  over  $2 
billion  worth  of  textiles  and  apparel  were  illegally  sent  to  the 
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United  States  from  China  alone  and  we  know  that  goods  are  being 
transshipped  from  a  number  of  other  countries  as  well.   I  will 
insist  that  we  obtain  the  strongest  possible  language  to  combat 
circumvention  in  both  the  Uruguay  Round  text  and  in  any  protocols 
to  extend  the  Multifiber  Arrangement  and  that  we  receive  the 
maximum  amount  of  cooperation  from  our  trading  partners  to 
address  this  threat  to  our  trading  system. 

With  respect  to  tariff  cuts,  you  can  rest  assured  that  I  am 
well  aware  of  the  very  sensitive  nature  of  tariff  cuts  in 
textiles  and  apparel  and  I  pledge  to  you  my  willingness  to 
discuss  this  issue  with  you  on  a  regular  basis  throughout  the 
negotiations  to  complete  a  Uruguay  Round.   I  will  consult  with 
you  and  will  take  into  account  your  concerns  before  making  any 
decisions  regarding  tariff  cuts  or  the  staging  of  any  such  cuts. 

This  Administration  is  committed  to  the  completion  of  a 
Uruguay  Round  agreement  that  opens  doors  for  American  products 
and  services  abroad.   Such  an  agreement  will  promote  economic 
growth  and  the  creation  of  jobs  in  this  country.   In  order  to 
complete  such  an  agreement  by  the  December  15,  1993  deadline 
outlined  in  the  fast-track  legislation  now  pending  before  the 
Ways  and  Means  Committee,  we  need  swift  passage  of  that 
legislation  without  any  amendments  which  could  impede  the 
progress  of  our  negotiations.   I  hope  that  you  can  support  this 
Administration  in  that  endeavor.   Let  me  reiterate  that  I 
understand  your  concerns  regarding  the  textile  and  apparel 
portions  of  the  agreement  and  will  do  my  best  to  address  them  and 
to  consult  with  you  throughout  this  process. 
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Chairman  Gibbons.  Mr.  Neal. 

Mr.  Neal.  Thank  you,  Mr.  Chairman.  In  fairness,  I  have  been  in- 
formed by  my  staff  that  the  questions  that  I  had  have  already  been 
asked. 

Chairman  Gibbons.  Thank  you.  Mr.  Hoagland. 

Mr.  Hoagland.  Mr.  Ambassador,  I  am  curious  as  to  whether  the 
administration  has  developed  any  policy  yet  on  the  fee  issue.  You 
know  we  are  going  to  start  with  a  substantial  loss  of  revenue  due 
to  loss  of  tariffs  if  NAFTA  is  confirmed.  What  is  that  figure  on  an 
annual  basis  once  NAFTA  is  fully  implemented?  How  much  would 
we  lose  in  tariffs  in  a  year? 

Ambassador  Kantor.  I  think  over  5  years,  it  is  $2  billion. 

I  think  it  is  over  5  years,  if  I  am  not  mistaken,  and  if  I  am  wrong 
I  will  supply  it.  I  think  it  is  a  little  over  $2  billion  over  5  years. 
I  think  that  is  correct. 

Mr.  Hoagland.  I  heard  some  higher  figures. 

Ambassador  Kantor.  I  will  bring  that  for  the  record.  I  apologize 
for  not  having  it  at  my  fingertips.  I  think  that  is  correct.  If  not, 
we  will  correct  it. 

Mr.  Hoagland.  That  is  fine.  The  figure  is  not  that  important. 

[The  information  follows:] 

A  preliminary  OMB  estimate  of  the  revenue  impact  of  the  NAFTA  for  the  first 
5  years  of  implementation  is  shown  below. 

ESTIMATED  TARIFF  REVENUE  IMPACT  OF  NAFTA 
[In  millions  of  dollars] 


Year 


Tariff  revenues 
foregone 


1994 
1995 
1996 
1997 
1998 


211 
476 
521 
562 
607 


Total  1993-98  .... 
Total  1995-2003 


2,377 
5,918 


The  NAFTA  is  also  expected  to  result  in  an  increase  in  U.S.  exports,  employment  and  wages.  This 
economic  growth  could  lead  to  increases  in  Federal,  State,  and  local  tax  revenues. 

Mr.  Hoagland.  My  concern  is  if  there  is  any  authority  exercised 
under  an  extension.  Furthermore,  there  is  going  to  be  an  enormous 
number  of  demands  from  States  and  political  subdivisions  to  build 
new  highways,  and  to  improve  existing  highways. 

Majority  Leader  Gephardt  was  here  about  3  weeks  ago,  and  I  am 
sure  you  nave  seen  his  testimony  about  a  cleanup  that  is  going  to 
be  needed  on  both  sides  of  the  border. 

Estimates  as  to  the  total  price  tag  to  have  the  thing  work  right, 
with  the  increased  traffic  across  the  border,  we  are  going  to  have 
to  increase  the  highways  and  the  quality  of  those  highways,  and 
we  could  fund  it  from  the  general  revenues  or  we  could  ask  those 
who  profit  from  the  increased  trade  to  help  import,  which  would  be 
assessing  some  sort  of  small  fee  at  the  border. 
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And  I  am  wondering,  you  know,  I  think  those  of  us  from  States 
that  contribute  a  lot  to  the  general  revenues  and  don't  get  a  whole 
lot  in  return  would  probably  prefer  to  see  a  fee  assessed  from  those 
who  profit  from  it.  I  wonder  what  the  administration's  attitude  to- 
ward that  is,  and  I  wonder  what  the  attitude  of  the  Canadians  and 
Mexicans  is  in  attaching  a  fee  to  an  exercise  that  is  supposed  to 
be  carefree. 

Ambassador  Kantor.  Mr.  Thomas  addressed  the  same  thing  in 
also  some  detail.  We  have  not  reached  those  discussions  yet. 

There  is  a  potentially  very  large  obligation  in  terms  of  border 
cleanup  that  we  will  have  to  share  with  the  Mexican  Government, 
especially  that  border.  We  are  going  to  have  to  be  very  creative  in 
how  we  rand  that. 

What  we  don't  want  to  do — and  of  course  I  know  you  would 
agree — is  in  any  way  inhibit  the  growth  of  our  export  trade  into 
Mexico  by  the  imposition  of  a  fee  that  would  have  a  deleterious  ef- 
fect upon  it.  On  the  other  hand,  we  have  to  be  realistic  about  our 
budget  concerns  in  trying  to  fund  border  cleanup  and  fund  infra- 
structure development. 

One  of  the  problems  we  have,  and  this  is  beyond  my  competence, 
but  let  me  indicate  that  with  the  static  budget  analysis  and  resolu- 
tion process  of  1990,  no  matter  how  many  jobs  are  created  by  any 
one  these  agreements,  whether  it  is  the  Uruguay  round  or  NAFTA, 
that  doesn't  count,  and  every  time  we  lose  tariffs  we  have  to  find 
something  to  make  up  for  it. 

So  we  have  to  work  together,  I  believe,  and  we  are  looking  for 
ideas  how  to  do  that.  I  know  Mr.  Panetta,  your  former  colleague, 
who  is  doing  such  a  wonderful  job  as  Budget  Director,  is  trying  to 
fulfill  these  needs  without  busting  the  budget  and  without  inhibit- 
ing our  exports. 

Mr.  Hoagland.  My  understanding  is  that  the  State  of  Texas  has 
already  developed  a  pretty  substantial  wish  list  as  to  additional 
highways  that  it  would  like  to  see  built  and  it  would  like  to  see 
repaired. 

As  you  develop  your  policy,  just  keep  in  mind  those  of  us  in 
States  far  from  the  border  are  not  going  to  profit  as  directly  from 
the  transactions  as  those  that  are  nearby. 

Ambassador  Kantor.  What  is  interesting — and  I  agree,  we  have 
to.  But  right  now  every  State  in  the  Union,  every  State  has  in- 
creased its  exports  to  Mexico,  and  30  States  have  $30  million  or 
more  in  exports  already  into  Mexico.  It  has  been  an  amazing  rise 
in  exports  and  growth  in  that  area.  That  has  meant  jobs  in  every 
State. 

I  recognize  it  is  greater  in  some  States  than  others.  Your  States 
may  be  less  than  many.  But  there  has  been  growth  in  every  State. 

Mr.  Hoagland.  It  is  pretty  clear  that  in  Nebraska  we  will  profit 
considerably  from  the  increased  trade  in  financial  services  and  in- 
surance, in  agricultural  products,  in  manufactured  products.  We 
will  do  quite  well.  It  is  just  that  I  don't  know  if  any  of  that  is  going 
to  trickle  down  to  the  average  taxpayer. 

Those  who  profit  the  most  I  think  ought  to  share  at  least  in  part 
of  those  lost  revenues. 

Ambassador  Kantor.  Thank  you,  Congressman.  I  appreciate  that 
very  much. 
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Chairman  Gibbons.  Thank  you  very  much,  Mr.  Kantor.  We  ap- 
preciate it.  We  got  you  out  on  time.  I  won't  bother  you  on  the  week- 
ends. 

Ambassador  Kantor.  You  can  call  me  any  time,  Mr.  Chairman. 

Chairman  Gibbons.  OK  Thank  you. 

[End  of  Ambassador  Ranter's  testimony  from  April  21,  1993.] 

Chairman  Gibbons.  Good  morning,  ladies  and  gentlemen. 

This  is  a  meeting  of  the  Subcommittee  on  Trade  of  the  Commit- 
tee on  Ways  and  Means.  This  morning  the  subcommittee  will  re- 
ceive testimony  from  the  private  sector  on  various  anticipated  ini- 
tiatives by  the  administration  for  extending  expiring  trade  authori- 
ties. Specifically,  we  will  hear  testimony  on  the  President's  request 
for  unconditional  extension  of  congressional  fast-track  trade  agree- 
ment authority  to  implement  the  legislation  of  the  Uruguay  round, 
if  and  when  it  is  completed.  The  authority  would  be  limited  to  the 
Uruguay  round  and  would  extend  the  fast-track  procedure  to  an 
agreement  entered  into  by  April  15,  1994,  if  notified  to  the  Con- 
gress by  December  15,  1993. 

In  addition,  the  U.S.  Trade  Representative  testified  before  the 
subcommittee  on  April  21  that  the  administration  will  seek  a  short- 
term  extension  of  the  Generalized  System  of  Preferences  program, 
which  is  due  to  expire  on  July  4. 

Finally,  the  administration  is  likely  to  propose  an  extension  of 
the  Worker  Trade  Adjustment  Assistance  program,  and  I  under- 
stand that  one  of  our  sister  subcommittees  will  be  working  on  re- 
lated issues  to  that  program  this  morning.  I  am  glad  that  retired 
Representative  Don  Pease,  who  is  sitting  over  at  the  press  table  to 
my  right,  is  here  this  morning  because  he  was  very  interested  and 
instrumental  in  worker  adjustment  assistance  training  programs. 

Our  first  witness  this  morning  is  a  fine  member  of  our  commit- 
tee, Sander  Levin.  Unless  others  of  my  colleagues  have  statements, 
we  will  just  go  right  straight  to  Mr.  Levin. 

Sander,  we  welcome  you. 

STATEMENT  OF  HON.  SANDER  M.  LEVIN,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  MICHIGAN 

Mr.  Levin.  Thank  you,  Mr.  Chairman  and  Mr.  Crane  and  your 
colleagues  and  my  colleagues.  I  do  appreciate  the  chance  to  testify 
this  morning.  If  I  might,  let  me  refer  to  my  statement.  I  know 
under  the  rules  it  will  be  put  in  the  record.  I  would  like  if  I  might, 
though,  to  refer  to  it. 

Mr.  Chairman  and  members  of  the  subcommittee,  I  support  ex- 
tension of  fast-track  authority  for  the  Uruguay  round,  as  proposed 
by  the  President. 

I  do  so  because  a  good  GATT  agreement  is  important  for  the 
United  States  and  for  the  world  at  large. 

I  do  so  because  I  am  convinced  that  the  Clinton  administration 
will  make  certain  that  a  GATT  agreement  will  be  good  in  reality, 
not  only  in  rhetoric. 

The  Bush  administration — and  we  heard  this  many  times  from 
Ambassador  Hills  and  others — often  stated  that  a  "bad  agreement 
was  worse  than  none." 
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But  as  Election  Day  neared,  the  Bush  administration  rushed  to 
reach  an  agreement  that  threatened  to  give  up,  in  my  judgment, 
far  too  much  to  obtain  far  too  little.  The  administration  consist- 
ently understated  the  many  problems  in  the  so-called  Dunkel  text. 

Lacking  an  economic  policy  that  was  clearly  responsive  to  the 
needs  of  the  American  people,  it  scrambled  to  conclude  the  Uru- 
guay round  so  there  would  be  some  kind  of  economic  jewel  in  a 
pretty  empty  crown.  Some  of  its  negotiators  have  publicly  asserted 
that  the  attempted  preelection  rush  to  the  finish  line  was  inimical 
to  American  interests. 

I  don't  say  this  because  I  wish  to  score  political  points.  Indeed, 
as  all  of  us  know,  scoring  political  points  about  GATT  is  tough 
going.  The  Uruguay  round  remains  an  unknown  term  to  most  of 
the  public. 

Rather,  I  review  the  past  for  the  following  reasons: 

One,  GATT  is,  indeed,  important,  and  what  is  done  in  the  Uru- 
guay round  can  be  highly  significant  for  the  commerce  of  the  world. 

Secondly,  as  a  general  proposition  in  trade,  we  need  to  dig  be- 
neath the  rhetoric  about  "good"  and  "bad,"  and  the  empty  debate 
invariably  invoking  pejorative  terms  like  "free  trade,"  "protection- 
ism," "fair  trade,"  and  the  like. 

The  latest  example  is  the  whirlwind  over  "managed  trade."  The 
Japanese  Government  apparently  believes  that  an  appropriate  re- 
sponse to  the  Clinton  administration's  efforts  to  induce  Japan  to 
open  up  its  markets — both  there  and  at  "transplant"  facilities  in 
the  United  States — is  to  say  that  Japan  will  not  engage  in  oppro- 
brious conduct  such  as  "managed  trade."  Of  course,  it  is  exactly 
managed  trade,  under  any  definition,  that  has  been  a  hallmark  of 
the  Japanese  approach  for  four  decades. 

Three,  there  has  been  a  need  for  years  to  rethink  some  of  the 
basic  assumptions  on  which  the  Uruguay  round  negotiations  were 
being  conducted  on  our  part.  And  I  wanted  very  much  this  morning 
to  spend  just  a  couple  minutes  on  this  important  point. 

When  the  Uruguay  round  was  initially  conceived — and,  really, 
that  started  in  the  late  1970' s — the  challenge  for  America  seemed 
primarily  to  force  a  breakthrough  in  agriculture  and  services.  Man- 
ufacturing sectors  seemed  very  healthy.  Japan  was  not  the  critical 
player  in  world  trade  that  it  would  later  become.  U.S.  policymakers 
concluded  that  to  get  a  breakthrough  on  services,  they  would  have 
to  break  the  back  of  the  European  Community's  agricultural  sub- 
sidies. 

But  as  negotiations  were  unfolding,  things  changed  dramatically. 
Critical  sectors  of  American  manufacturing  saw  major  erosion  in 
their  basic  strength.  That  happened  clearly  in  the  mid-  and  late- 
1980's.  The  European  Community  strongly  resisted  U.S.  lectures  on 
its  violation  of  free  market  principles,  and  Japan  exploded  into  the 
world's  largest  surplus  trader. 

Putting  so  many  eggs  in  the  agricultural  basket,  U.S.  negotiators 
downplayed  the  importance  of  negotiations  relating  to  barriers  to 
trade  in  manufacturing — both  formal  and  informal.  And  they  were 
too  willing  to  settle  for  general  statements  by  other  nations  about 
the  importance  of  a  free  flow  of  trade  in  services,  without  tying 
down  what  really  mattered:  specific  commitments  by  foreign  gov- 
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ernments  to  open  their  markets  to  U.S.  financial  services,  tele- 
communications, computer  programs,  and  other  services. 

As  the  Clinton  administration  requests  extension  of  fast-track 
authority  for  GATT — and  this  is  so  important — it  is  becoming  clear 
that  U.S.  priorities  for  the  Uruguay  round  are  being  modified  to  fit 
the  realities  of  the  1990*8,  instead  of  the  early  1980's. 

The  administration  has  indicated  the  following: 

First,  U.S.  negotiators  will  seek  to  secure  substantial  liberaliza- 
tion in  foreign  service  markets  before  giving  final  approval  of  the 
MFN  principle  for  a  services  framework.  It  is  really  worse,  rather 
than  better,  for  us  to  agree  to  MFN  if  other  countries  don't  agree 
they  will  open  up  their  market  for  services,  because  that  means  be- 
cause we  grant  MFN  for  one,  everybody  has  access  to  our  services 
market,  while  other  countries  can  exclude  everybody,  and  they 
abide  by  the  general  framework  agreement. 

Secondly,  our  negotiators  will  place  a  premium  on  reaching  a 
wide-ranging  market  access  deal  in  industrial  sectors.  For  many 
U.S.  manufacturing  industries,  the  success  of  the  Uruguay  round 
hinges  on  the  extent  to  which  foreign  tariffs  are  reduced.  American 
companies  in  industries  ranging  from  semiconductors  to  paper  to 
copper  are  losing  markets  because  foreign  tariffs  dwarf  our  own. 
Good  examples  are  in  pulp  and  semiconductors.  The  European 
Community  has  much  higher  tariffs  than  we  do.  Cutting  them 
down  by  a  third  only  really  exacerbates  the  differential. 

Next,  they  will  think  carefully  before  signing  off  on  provisions  in 
the  antidumping  and  subsidies  sections  of  the  Dunkel  text  that 
could  harm  U.S.  manufacturing  interests.  And  there  is  strong  feel- 
ing that  the  Dunkel  text  would,  indeed,  hurt  key  manufacturing 
needs. 

Next,  the  negotiators  under  this  administration  recognize  the 
positive  impact  of  the  U.S.  motion  picture  industry  on  our  balance 
of  trade,  giving  this  important  sector  the  attention  it  deserves  in 
talks  on  services  and  intellectual  property. 

I  would  also  hope  that,  in  light  of  the  new  administration's  com- 
mitment to  use  Section  301  effectively,  U.S.  negotiators  will  scruti- 
nize closely  the  extent  to  which  the  Uruguay  round's  dispute  settle- 
ment text  will  interfere  with  our  ability  to  use  Section  301  or  a  new 
Super  301. 

Not  all  of  these  points  represent  a  major  shift  in  policy  from  the 
last  administration,  though  some  of  them  clearly  do.  With  sound 
advice  from  the  private  sector,  the  Bush  administration  had  begun 
to  place  more  emphasis  on  matters  of  concern  to  U.S.  manufactur- 
ing, such  as  the  zero-to-zero  tariff  initiative.  And  in  the  end,  after 
the  election,  it  realized  the  difference  between  pushing  to  the  finish 
line  and  acting  recklessly. 

But  with  the  new  administration,  there  has  been  a  shift — a  high- 
ly welcome  one — to  an  approach  to  GATT  that  is  more  focused  on 
results  and  less  on  blind  theory  or  muscle-bound  rhetoric. 

My  hope  is  that  a  results-oriented  approach  will  lead  this  admin- 
istration to  look  comprehensively  at  the  state  of  key  sectors  of  the 
economy,  examining  the  potential  impact  of  a  variety  of  factors, 
whether  economic,  tax,  or  trade.  As  a  step  in  that  direction,  I  have 
introduced  a  proposal  to  set  up  a  motor  vehicle  industry  commis- 
sion, similar  to  that  undertaken  for  the  aviation  industry. 
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I  would  like  to  see  this  new  dose  of  old-fashioned  American  real- 
ism applied  in  other  critical  areas,  such  as  NAFTA  and  trade  with 
Japan.  For  example,  surelv  the  time  for  a  results-oriented  approach 
has  come  in  auto  parts.  After  7  years  of  talk  about  "breakthroughs" 
in  opening  the  Japanese  market,  all  we  have  seen  is  a  rise,  an  in- 
creasing rise,  in  the  bilateral  auto  parts  trade  deficit. 

But  as  for  GATT,  the  new  administration's  approach  provides,  in 
my  opinion,  good  reason  to  believe  that  a  "good"  agreement  really 
could  be  good  for  the  United  States  as  well  as  other  nations.  As  a 
result,  I  urge  that  this  subcommittee,  then  the  full  committee, 
grant  the  extension  of  fast-track  authority  as  requested  by  the  ad- 
ministration, without  conditions. 

Thank  you  very  much,  Mr.  Chairman  and  members  of  the  sub- 
committee, for  letting  me  testify  this  morning  on  this  vital  issue. 

Chairman  Gibbons.  Well,  thank  you,  Mr.  Levin,  for  that  very  in- 
teresting and  thoughtful  discussion. 

Do  members  have  questions  of  Mr.  Levin? 

[No  response.] 

Chairman  Gibbons.  Thank  you. 

Mr.  Levin.  Thank  you.  I  appreciate  the  opportunity. 

Chairman  Gibbons.  Next  we  will  have  a  panel  composed  of  the 
MTN  Coalition,  Harry  Freeman,  the  executive  director;  the  Emer- 
gency Committee  for  American  Trade,  Cal  Cohen,  who  is  the  vice 
president;  the  U.S.  Chamber  of  Commerce,  Timothy  Regan,  who  is 
the  vice  president  and  director  of  public  policy  of  Corning;  and  the 
Coalition  of  Service  Industries,  F.  William  Hawley,  with  Citicorp; 
and  Friends  of  the  Earth,  Brent  Blackwelder,  who  is  vice  president 
for  policy. 

I  wonder  if  this  rather  unique  panel  would  come  forward.  Mr. 
Freeman,  we  will  go  to  you  first. 

STATEMENT  OF  HARRY  FREEMAN,  EXECUTIVE  DIRECTOR, 
THE  MTN  COALITION 

Mr.  FREEMAN.  Thank  you,  Mr.  Chairman.  My  name  is  Harry 
Freeman.  I  am  executive  director  of  the  MTN  Coalition.  I  am 
pleased  to  be  here  today. 

My  message  to  you  today  may  not  grab  headlines,  but  it  is,  none- 
theless, important  to  state  as  forcefully  as  possible:  The  American 
business  community  still  supports  strongly  the  Uruguay  round  of 
the  GATT  and  the  effort  in  it.  In  fact,  we  in  the  MTN  Coalition, 
representing  nearly  14,000  American  businesses  nationwide,  be- 
lieve that  this  is  the  year  to  get  a  return  on  our  investment  of 
nearly  7  years  of  work  in  this  round. 

I  have  absolutely  no  doubt  that  if  the  administration's  request 
for  a  short,  narrow  renewal  of  negotiating  authority  is  denied,  then 
the  round  will  fail  instantly.  That  is  just  a  reality  of  this  negotia- 
tion. Therefore,  a  decision  before  this  subcommittee  today  is  wheth- 
er to  allow  a  last  chance  for  the  Uruguay  round  to  be  completed. 
I  urge  you  to  report  favorably  the  bill  implementing  the  President's 
request  as  soon  as  possible. 

The  purpose  of  tne  MTN  Coalition  has  always  been,  and  still  is 
today,  to  provide  all  the  support  we  can  for  the  executive  branch 
and  the  Congress  to  achieve  a  broad  and  ambitious  agreement  in 
the  Uruguay  round.  What  do  we  mean  when  we  say  "a  broad  and 
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ambitious  agreement"?  That  is  defined  by  the  negotiating  objectives 
set  out  by  Congress  in  the  Trade  Act  of  1988. 

Those  16  statutory  negotiating  objectives,  which  take  up  6  single- 
spaced  pages  of  statutory  text,  set  out  the  most  detailed  and  ambi- 
tious concept  of  the  world  trading  system  since  the  Second  World 
War.  These  objectives  set  out  in  the  statute  are  as  valid  today  as 
they  were  when  enacted. 

We  have  attached  the  text  to  our  statement,  and  I  recommend 
for  anybody  that  was  involved  in  the  Trade  Act  of  1988  to  re-read 
it.  It  is  a  brilliant  piece  of  legislation,  and  for  new  members  and 
the  staff  of  new  members,  also  read  it.  It  is  valid.  It  was  valid  then. 
It  is  the  law  of  the  land. 

Those  objectives  were  not  handed  down  by  the  White  House  as 
holy  writ  to  the  country.  They  were  developed  here  in  this  commit- 
tee and  in  the  Senate  Finance  Committee.  They  were  debated  here 
in  Congress  for  nearly  4  years,  and  they  were  agreed  to  in  the  larg- 
est conference  between  the  two  Houses  of  Congress  in  American 
history. 

These  are  the  rules  by  which  your  committee  and  the  Senate 
committee  and  the  Congress  will  ultimately  measure  whether  the 
agreement  reached  in  the  Uruguay  round,  we  hope  this  year,  is  a 
good  agreement.  The  idea  of  an  agreement  being  good  and  desir- 
able is  not  an  abstraction;  it  is  in  the  United  States  law. 

The  law  lays  out  your  objectives.  The  law  lays  out  our  objectives. 
These  are  our  country's  objectives  in  trade  policy.  We  have  not  yet 
achieved  those  objectives.  The  Uruguay  round  is  the  best,  probably 
the  only,  way  to  achieve  them. 

Now,  I  recognize  there  is  concern  here  at  home,  as  well  as  in 
other  countries,  that  the  United  States  Government  and  the  pri- 
vate sector  of  the  United  States  have  lost  interest  in  this  round. 
This  is  not  true. 

The  round  has  support  in  this  country  because  it  means  jobs, 
prosperity,  and  more  exports  and  sales.  Expanding  trade  is  clearly 
the  way  to  prosperity. 

We  have  to  keep  our  eyes  on  the  main  chance,  and  the  main 
chance  for  expanding  jobs,  for  expanding  exports  in  the  United 
States  of  goods  and  services  is  the  Uruguay  round. 

We  in  the  business  community  know  what  expanded  exports  can 
mean  in  terms  of  adding  more  and  better  iobs  in  our  economy.  The 
round  offers  the  best  hope  of  our  being  able  to  expand  exports,  and 
the  round  cannot  succeed  without  renewal  of  fast-track  at  this 
time.  So  we  support  negotiating  authority  to  enable  the  executive 
branch  to  finish  the  round  and  send  it  to  Congress  for  its  review. 

We  need  to  keep  the  pressure  on  for  that  ambitious  agreement. 
In  that  regard,  we  in  the  MTN  Coalition  have  always  been  there 
to  urge  American  negotiators  to  stay  there,  to  stay  in  there  pitch- 
ing, to  urge  the  Congress  to  give  the  necessary  support  and  provide 
the  American  public  with  information  it  needs  to  understand  what 
is  going  on  in  the  most  complex  trade  negotiations  in  history.  We 
will  be  there  this  year,  too,  if  you  renew  the  President's  authority 
on  fast  track. 

Finally,  I  am  aware  that  the  whole  institution  of  the  fast  track 
has  become  an  issue  in  Congress.  However,  this  is  not  the  time  to 
debate  that  issue.  President  Clinton  is  only  asking  for  a  narrow 
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window  of  time  in  which  to  complete  work  begun  nearly  7  years 
ago,  under  a  mandate  enacted  nearly  5  years  ago. 

The  administration  has  now  stated  it  will  request  fast-track  au- 
thority to  negotiate  future  trade  agreements  such  as  with  Chile, 
other  areas  of  Latin  America,  and  perhaps  elsewhere,  after  Con- 
gress passes  the  NAFTA  in  1993,  which  I  believe  it  will.  That  is 
the  time  to  give  fast  track  a  thorough  review,  and  I  believe  person- 
ally that  it  needs  a  thorough  review.  That  is  also  the  time  to 
rethink  our  future  trade  policy  and  perhaps  amend  the  Trade  Act 
of  1988. 

If  we  finish  the  Uruguay  round  this  year,  God  willing,  we  should 
concentrate  on  how  best  to  continue  the  process  of  trade  liberaliza- 
tion and  start  attacking  some  of  the  new  issues  that  have  been  put 
off  for  a  decade  or  more. 

For  example,  in  paragraph  16  of  the  Trade  Act  of  1988,  it  talks 
about  tax  discrimination,  border  taxes,  direct  taxes  versus  indirect 
taxes.  With  the  administration's  decision  just  the  other  day  not  to 
file  an  amicus  brief  in  the  California  unitary  tax  case,  we  will  find 
that  the  Europeans  will  have  a  lot  of  interest  in  getting  into  the 
subject  of  tax  discrimination.  And  we  on  our  side  of  the  Atlantic 
have  a  lot  of  interest. 

But  we  can't  get  to  that  kind  of  major  issue  in  the  Uruguay 
round.  We  have  got  to  finish  the  Uruguay  round.  We  have  got  to 
have  fast-track  authority  to  do  that.  And  that  is  what  we  would 
like  from  this  committee. 

Thank  you  very  much. 

[The  prepared  statement  follows:] 
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America  s  Leadership  in  the  Multilateral  Trade  Negotiations 

SUMMARY  STATEMENT  OF 

HARRY  FREEMAN 

Executive  Director,  The  MTM  Coalition-/ 

Hearing  on  the  President' 9  Request  for  Extension  of 
"Fast  Track"  Procedures  for  Uruguay  Round  Implementation 

Subcommittee  on  Trade,  Committee  on  Ways  &  Means 

Washington,  D.C. 

April  27,  1993 

Mr.  Chairman: 

My  message  to  you  today  may  not  grab  headlines,  but  it 
is  nonetheless  important  to  state  as  forcefully  as  possible:   The 
American  business  community  still  supports  the  Uruguay  Round 
effort.   In  fact,  we  in  the  MTN  Coalition  —  representing  about 
14,000  businesses  nationwide  —  believe  that  this  is  the  year  to 
get  a  return  on  our  investment  of  nearly  seven  years  of  work  in 
the  Round. 

I  have  absolutely  no  doubt  that  if  the  Administration's 
request  for  a  short,  narrow  renewal  of  negotiating  authority  is 
denied,  then  the  Round  will  fail.   That  is  just  a  reality  of  this 
negotiation.   Therefore,  the  decision  before  this  Subcommittee 
today  is  whether  to  allow  a  last  chance  for  the  Uruguay  Round  to 
be  completed.   I  urge  you  to  report  favorably  a  bill  implementing 
the  President's  request  as  soon  as  possible. 

The  purpose  of  the  MTN  Coalition  has  always  been,  and 
still  is  today,  to  provide  all  the  support  we  can  for  the 
Executive  Branch  and  the  Congress  to  achieve  a  broad  and 
ambitious  agreement  in  the  Uruguay  Round  of  Multilateral  Trade 
Negotiations.   What  we  mean  when  we  say,  "a  broad  and  ambitious 
agreement,"  is  defined  by  the  negotiating  objectives  set  out  by 
Congress  in  the  Trade  Act  of  1988. 

Those  16  statutory  negotiating  objectives,  which  take 
up  6  single-spaced  pages  of  statutory  text,  set  out  the  most 
detailed  and  ambitious  concept  of  the  world  trading  system  since 
the  Second  World  War.-/   These  objectives  are  as  valid  today  as 
they  were  when  enacted. 

These  objectives  were  not  handed  down  by  the  White 
House  as  holy  writ  to  the  country.   They  were  developed  here,  in 
the  committees  of  the  Congress.   They  were  debated  here  in 
Congress  over  a  period  of  nearly  four  years,  and  they  were  agreed 
to  in  one  of  the  largest  conferences  between  the  two  Houses  of 
Congress  in  American  history.   Most  if  not  all  of  the  MTN 


The  MTN  Coalition  was  launched  on  May  15,  1990.   Its 
founding  members  were  seventeen  major  American  corporations. 
In  addition  to  those  companies,  our  membership  now  includes 
many  of  the  major  business  federations  in  this  country, 
representing  over  14,000  businesses  in  manufacturing, 
agriculture,  retailing,  services  and  consumers.   A  copy  of 
the  membership  list  of  the  MTN  Coalition  is  attached  to  this 
Statement  as  Exhibit  1. 

A  copy  of  Section  lioi  of  the  Omnibus  Trade  and 
Competitiveness  Act  of  1988  is  attached  to  this  Statement  as 
Exhibit  2. 
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companies  and  trade  associations  worked  hard  for  the  enactr.ent  ::" 
the  Trade  Act  of  1988;  so  did  many  of  you. 

These  are  your  objectives,  they  are  our  objectives, 
they  are  our  country's  objectives  in  trade.   And  we  have  not  yet 
achieved  those  objectives.   The  Uruguay  Round  is  the  best  -- 
-aybe  the  only  —  way  to  achieve  them. 

Now,  I  recognize  that  there  is  concern  here  at  home  as 
well  in  other  countries  that  the  United  States  government  and  the 
private  sector  have  lost  interest  in  the  Round.   It  is  not  true. 

The  Round  has  support  in  this  country  because  it  neans 
jobs  and  prosperity.   Expanding  trade  is  clearly  the  way  to 
prosperity. 

From  1986  onward,  U.S.  exports  grew  at  an  average  rate 
of  8  percent  per  year  in  volume  terms,  according  to  the  Federal 
Reserve  Bank  of  New  York.   Foreign  sales  contributed,  on  average, 
more  than  a  percentage  point  to  growth  per  year  during  1987  to 
1992.-'   Foreign  sales  accounted  for  just  about  all  the  jobs 
created  in  the  United  States  manufacturing  sector  in  those  five 
years, ^/ 

That's  a  lot,  but  we  must  do  better. 

We  in  the  business  community  know  that  expanded  exports 
is  our  best  chance  to  add  more  and  better  jobs  in  this  economy. 
The  Round  offers  the  best  hope  of  our  being  able  to  expand 
exports,  and  the  Round  cannot  succeed  without  the  renewal  of  fast 
track.   So  we  support  negotiating  authority  to  enable  the 
Executive  Branch  to  finish  the  Round. 

Of  course,  the  Round  could  fail,  even  if  the  President 
gets  the  authority  he  needs.   We  certainly  have  said  all  along 
that  each  of  our  member  companies  and  trade  associations  is  going 
to  reserve  the  right  to  evaluate  the  final  deal  on  its  merits. 

But  that  is  a  question  for  the  future.   Right  now,  we 
need  to  keep  the  pressure  on  for  that  ambitious  agreement.   In 
that  regard,  we  in  the  MTN  Coalition  have  always  been  there  to 
urge  American  negotiators  to  stay  in  there  pitching,  to  urge  the 
Congress  to  give  the  necessary  support,  and  to  provide  the 
American  public  with  the  information  it  needs  to  understand  what 
is  going  on  in  the  most  complex  trade  negotiations  in  history. 
We  will  be  there  this  year  too,  if  you  renew  the  President's 
authority. 

Finally,  I  am  aware  that  the  whole  institution  of  the 
fast  track  has  become  an  issue  in  Congress.   However,  this  is  not 
the  time  to  debate  that  issue.   President  Clinton  is  only  asking 
for  a  narrow  window  of  time  in  which  to  complete  work  begun 
nearly  seven  years  ago,  under  a  mandate  enacted  nearly  five  years 
ago. 

In  short,  Mr.  Chairman,  we  of  the  MTN  Coalition  think 
President  Clinton  and  Ambassador  Kantor  deserve  a  chance  to 
finish  the  job.   We  will  work  with  you  and  the  Administration  to 
get  the  best  possible  result  for  our  country.   We  urge  you  to 
support  the  President's  request. 


3.  Please  see,  "Recent  U.S.  Export  Performance  in  the 
Developing  World,"  Bruce  Kasman,  FRBNY  Quarterly 
Review/Winter  1992/93. 

4.  Please  see  "U.S.  Jobs  Supported  by  Merchandise  Exports, 
Lester  Davis,  U.S.  Department  of  Commerce,  April  1992. 


EXHIBIT    I 

MTN  COALITION  MEMBERS 

Chairman 


William  E.  Brock 
The  Brock  Group,  Ltd. 

Corporate   Members 


William  W.  Adams 

Armstrong  World  Industries.  Inc. 

Louis  Gerstner 
IBM  Corporation 

Robert  E.  Allen 
AT&T 

DwayneO  Andreas 

Archer  Daniels  Midland  Company 

Edwin  L.  Ann 

The  Procter  <t  Gamble  Company 

Dexter  F.  Baker 

Air  Products  &  Chemicals,  Inc. 

W.L.  Lyons  Brown,  Jr. 
Brown-Forman  Corporation 

L.  D.  DeSimone 


Maunce  R  Greenberg 
A/C. /nc. 

Whitney  MacMillan 

( VgiH.  /nr 

Frank  P.  Popoff 

The  Dow  Chemical  Company 

John  S.  Reed 
Citicorp 

Harvey  Golub 

American  Express  Company 

Linda  Wachner 
Wamacolnc. 

John  F.  Welch.  Jr. 
General  Electric  Company 

Leslie  H.  Wexner 
The  Limited  Inc. 

Dr.  Marina  v.N.  Whitman 
General  Motors  Corporation 


Participating  Members 


Catherine  Bennett 
International  Investment  Alliance 

Doreen  Brown 
Consumers  for  World  Trade 

Lou  Clem  eme 

Intellectual  Property  Committee 

Jerry  Jasinowski 

National  Association  of  Manufacturers 

Abraham  Karz 

US.  Council  for  International  Business 

Frank  Kioredge 

National  Foreign  Trade  Council 

Dean  Kkckner 

American  Farm  Bureau  Federation 


Sam  Maury 
Business  Roundtabie 

Robert  McNeill 

Emergency  Committee  for  American  Trade 

Gerald  Mossmghoff 

Pharmaceutical  Manufacturers  Association 

Barry  Rogstad 

American  Business  Conference 

John  Faris 

National  Federation  of  Independent  Business 

Margaret  Wigglesworth 
Coalition  of  Service  Industries 
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EXHIBIT    2 

PUBLIC  LAW  100-418— AUG.  23.  1988  102  STAT.  1121 

Subtitle  A — United  States  Trade  Agreements 

PART  1— NEGOTIATION  AND  IMPLEMENTATION 
OF  TRADE  AGREEMENTS 

SEC.  1101.  OVERALL  AND  PRINCIPAL  TRADE  NEGOTIATING  OBJECTIVES    10  USC  2901. 
OK  THE  UNITED  STATES. 

in)  Overall  Trade  Negotiating  Objectives. — The  overall  trade 
negotiating  objectives  of  the  United  States  are  to  obtain — 

i 1)  more  open,  equitable,  and  reciprocal  market  access; 

(2)  the  reduction  or  elimination  of  barriers  and  other  trade- 
distorting  policies  and  practices;  and 

(3)  a  more  effective  system  of  international  trading  disciplines 
and  procedures. 

(b)  Principal  Trade  Negotiating  Objectives. — 

(1)  Dispute  settlement. — The  principal  negotiating  objectives 
of  the  United  States  with  respect  to  dispute  settlement  are — 

(A)  to  provide  for  more  effective  and  expeditious  dispute 
settlement  mechanisms  and  procedures;  and 

(B)  to  ensure  that  such  mechanisms  within  the  GATT  and 
GATT  agreements  provide  for  more  effective  and  expedi- 
tious resolution  of  disputes  and  enable  better  enforcement 
of  United  States  rights. 

(2)  Improvement  of  the  gatt  and  multilateral  trade  nego- 
tiation agreements. — The  principal  negotiating  objectives  of 
the  United  States  regarding  the  improvement  of  GATT  and 
multilateral  trade  negotiation  agreements  are — 

(A)  to  enhance  the  status  of  the  GATT; 

(B)  to  improve  the  operation  and  extend  the  coverage  of 
the  GATT  and  such  agreements  and  arrangements  to 
products,  sectors,  and  conditions  of  trade  not  adequately 
covered;  and 

(C)  to  expand  country  participation  in  particular  agree- 
ments or  arrangements,  where  appropriate. 

(3)  Transparency. — The  principal  negotiating  objective  of  the 
United  States  regarding  transparency  is  to  obtain  broader  ap- 
plication of  the  principle  of  transparency  and  clarification  of 
the  costs  and  benefits  of  trade  policy  actions  through  the  observ- 
ance of  open  and  equitable  procedures  in  trade  matters  by 
Contracting  Parties  to  the  GATT. 

(4)  Developing  countries. — The  principal  negotiating  objec- 
tives of  the  United  States  regarding  developing  countries  are — 

(A)  to  ensure  that  developing  countries  promote  economic 
development  by  assuming  the  fullest  possible  measure  of 
responsibility  for  achieving  and  maintaining  an  open  inter- 
national trading  system  by  providing  reciprocal  benefits 
and  assuming  equivalent  obligations  with  respect  to  their 
import  and  export  practices;  and 

(B)  to  establish  procedures  for  reducing  nonreciprocal 
trade  benefits  for  the  more  advanced  developing  countries. 

(5)  Current  account  surpluses. — The  principal  negotiating 
objective  of  the  United  States  regarding  current  account  sur- 
pluses is  to  develop  rules  to  address  large  and  persistent  global 
current  account  imbalances  of  countries,  including  imbalances 
which  threaten  the  stability  of  the  international  trading  system, 
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by  imposing  greater  responsibility  on  such  countries  to  under- 
take policy  changes  aimed  at  restoring  current  account 
equilibrium,  including  expedited  implementation  of  trade  agree- 
ments where  feasible  and  appropriate. 

<<>)  Trade  and  monetary  coordination. — The  principal  nego- 
tiating objective  of  the  United  States  regarding  trade  and  mone- 
tary coordination  is  to  develop  mechanisms  to  assure  greater 
coordination,  consistency,  and  cooperation  between  inter- 
national trade  and  monetary  systems  and  institutions. 

i7)  Agriculture. — The  principal  negotiating  objectives  of  the 
United  States  with  respect  to  agriculture  are  to  achieve,  on  an 
expedited  basis  to  the  maximum  extent  feasible,  more  open  and 
fair  conditions  of  trade  in  agricultural  commodities  by — 

(A)  developing,  strengthening,  and  clarifying  rules  for 
agricultural  trade,  including  disciplines  on  restrictive  or 
trade-distorting  import  and  export  practices: 

(B)  increasing  United  States  agricultural  exports  by 
eliminating  barriers  to  trade  (including  transparent  and 
nontransparent  barriers)  and  reducing  or  eliminating  the 
subsidization  of  agricultural  production  consistent  with  the 
United  States  policy  of  agricultural  stabilization  in  cyclical 
and  unpredictable  markets: 

(C)  creating  a  free  and  more  open  world  agricultural 
trading  system  by  resolving  questions  pertaining  to  export 
and  other  tradendistorting  subsidies,  market  pricing  and 
market  access  and  eliminating  and  reducing  substantially 
other  specific  constraints  to  fair  trade  and  more  open 
market  access,  such  as  tariffs,  quotas,  and  other  nontariff 
practices,  including  unjustified  phytosanitary  and  sanitary 
restrictions;  and 

(D)  seeking  agreements  by  which  the  major  agricultural 
exporting  nations  agree  to  pursue  policies  to  reduce  exces- 
sive production  of  agricultural  commodities  during  periods 
of  oversupply,  with  due  regard  for  the  fact  that  the  United 
States  already  undertakes  such  policies,  and  without  re- 
course to  arbitrary  schemes  to  divide  market  shares  among 
major  exporting  countries. 

(8)  Unfair  trade  practices. — The  principal  negotiating  objec- 
tives of  the  United  States  with  respect  to  unfair  trade  practices 
are — 

(A)  to  improve  the  provisions  of  the  GATT  and  nontariff 
measure  agreements  in  order  to  define,  deter,  discourage 
the  persistent  use  of,  and  otherwise  discipline  unfair  trade 
practices  having  adverse  trade  effects,  including  forms  of 
subsidy  and  dumping  and  other  practices  not  adequately 
covered  such  as  resource  input  subsidies,  diversionary 
dumping,  dumped  or  subsidized  inputs,  and  export 
targeting  practices: 

(B)  to  obtain  the  application  of  similar  rules  to  the  treat- 
ment of  primary  and  nonprimary  products  in  the  Agree- 
ment on  Interpretation  and  Application  of  Articles  VI.  XVI, 
and  XXIII  of  the  GAIT  (relating  to  subsidies  and  counter- 
vailing measures):  and 

(C)  to  obtain  the  enforcement  of  GATT  rules  against — 

(i)  state  trading  enterprises,  and 
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(ii)  the  acta,  practices,  or  policies  of  any  foreign 
government  which,  as  a  practical  matter,  unreasonably 
require  that — 

(I)  substantial  direct  investment  in  the  foreign 
country  be  made. 

(II)  intellectual  property  be  licensed  to  the  for- 
eign country  or  to  any  firm  of  the  foreign  country, 
or 

(III)  other  collateral  concessions  be  made, 
as  a  condition  for  the  importation  of  any  product  or 
service  of  the  United  States  into  the  foreign  country  or 
as  a  condition  for  carrying  on  business  in  the  foreign 
country. 

(9)  Trade  in  services. — 

(A)  The  principal  negotiating  objectives  of  the  United 
States  regarding  trade  in  services  are — 

(i)  to  reduce  or  to  eliminate  barriers  to,  or  other 
distortions  of,  international  trade  in  services,  including 
barriers  that  deny  national  treatment  and  restrictions 
on  establishment  and  operation  in  such  markets;  and 

(ii)  to  develop  internationally  agreed  rules,  including 
dispute  settlement  procedures,  which — 

(I)  are  consistent  with  the  commercial  policies  of 
the  United  States,  and 

(II)  will  reduce  or  eliminate  such  barriers  or 
distortions,  and  help  ensure  fair,  equitable 
opportunities  for  foreign  markets. 

(B)  In  pursuing  the  negotiating  objectives  described  in 
subparagraph  (A),  United  States  negotiators  shall  take  into 
account  legitimate  United  States  domestic  objectives 
including,  but  not  limited  to,  the  protection  of  legitimate 
health  or  safety,  essential  security,  environmental, 
consumer  or  employment  opportunity  interests  and  the  law 
and  regulations  related  thereto. 

(10)  Intellectual  property.— The  principal  negotiating 
objectives  of  the  United  States  regarding  intellectual  property 
are — 

(A)  to  seek  the  enactment  and  effective  enforcement  by 
foreign  countries  of  laws  which — 

(i)  recognize  and  adequately  protect  intellectual  prop-    Computers 
erty,  including  copyrights,  patents,  trademarks,  semi- 
conductor chip  layout  designs,  and  trade  secrets,  and 

(ii)  provide  protection  against  unfair  competition, 

(B)  to  establish  in  the  G  ATT  obligations— 

(i)  to  implement  adequate  substantive  standards 
based  on — 

(I)  the  standards  in  existing  international  agree- 
ments that  provide  adequate  protection,  and 

(II)  the  standards  in  national  laws  if  inter- 
national agreement  standards  are  inadequate  or  do 
not  exist, 

(ii)  to  establish  effective  procedures  to  enforce,  both 
internally  and  at  the  border,  the  standards  imple- 
mented under  clause  (i),  and 

(iii)  to  implement  effective  dispute  settlement  proce- 
dures thct  improve  on  existing  G  ATT  procedures; 
(C)  to  recognize  that  the  inclusion   in  the  GATT  of — 
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(i)  adequate  and  effective  substantive  norms  and 
standards  for  the  protection  and  enforcement  of 
intellectual  property  rights,  and 

(ii)  dispute  settlement   provisions  and  enforcement 
procedures, 
is   without   prejudice   to   other   complementary   initiatives 
undertaken  in  other  international  organizations:  and 

(D)  to  supplement  and  strengthen  standards  for  protec- 
tion and  enforcement  in  existing  international  intellectual 
property  conventions  administered  by  other  international 
organizations,  including  their  expansion  to  cover  new  and 
emerging  technologies  and  elimination  of  discrimination  or 
unreasonable  exceptions  or  preconditions  to  protection. 
(11)  Foreign  direct  investment. — 

(A)  The  principal  negotiating  objectives  of  the  United 
States  regarding  foreign  direct  investment  are — 

(i)  to  reduce  or  to  eliminate  artificial  or  trade-distort- 
ing barriers  to  foreign  direct  investment,  to  expand  the 
principle  of  national  treatment,  and  to  reduce  un- 
reasonable barriers  to  establishment;  and 

(ii)  to  develop  internationally  agreed  rules,  including 
dispute  settlement  procedures,  which — 

(I)  will  help  ensure  a  free  flow  of  foreign  direct 
investment,  and 

(II)  will  reduce  or  eliminate  the  trade  distortive 
effects  of  certain  trade-related  investment 
measures. 

(B)  In  pursuing  the  negotiating  objectives  described  in 
subparagraph  (A),  United  States  negotiators  shall  take  into 
account  legitimate  United  States  domestic  objectives 
including,  but  not  limited  to,  the  protection  of  legitimate 
health  or  safety,  essential  security,  environmental, 
consumer  or  employment  opportunity  interests  and  the  law 
and  regulations  related  thereto. 

(12)  Safeguards. — The  principal  negotiating  objectives  of  the 
United  States  regarding  safeguards  are — 

(A)  to  improve  and  expand  rules  and  procedures  covering 
safeguard  measures; 

(B)  to  ensure  that  safeguard  measures  are — 

(i)  transparent, 

(ii)  temporary, 

(iii)  degressive,  and 

(iv)  subject  to  review  and  termination  when  no  longer 
necessary  to  remedy  injury  and  to  facilitate  adjust- 
ment; and 

(C)  to  require  notification  of,  and  to  monitor  the  use  by, 
GATT  Contracting  Parties  of  import  relief  actions  for  their 
domestic  industries. 

(13)  Specific  barriers. — The  principal  negotiating  objective  of 
the  United  States  regarding  specific  barriers  is  to  obtain 
competitive  opportunities  for  United  States  exports  in  foreign 
markets  substantially  equivalent  to  the  competitive  opportuni- 
ties afforded  foreign  exports  to  United  States  markets,  includ- 
ing the  reduction  or  elimination  of  specific  tariff  and  nontariff 
trade  barriers,  particularly — 
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(A)  measures  identified  in  the  annual  report  prepared 
under  section  181  of  the  Trade  Act  of  1974  (19  U.S.C.  2241); 
and 

(B)  foreign  tariffs  and  nontariff  barriers  on  competitive 
United  States  exports  when  like  or  similar  products  enter 
the  United  States  at  low  rates  of  duty  or  are  duty-free,  and 
other  tarifT  disparities  that  impede  access  to  particular 
export  markets. 

(14)  Worker  rights. — The  principal  negotiating  objectives  of 
the  United  States  regarding  worker  rights  are — 

(A)  to  promote  respect  for  worker  rights; 

(B)  to  secure  a  review  of  the  relationship  of  worker  rights 
to  G ATT  articles,  objectives,  and  related  instruments  with  a 
view  to  ensuring  that  the  benefits  of  the  trading  system  are 
available  to  all  workers;  and 

(O  to  adopt,  as  a  principle  of  the  G  ATT,  that  the  denial  of 
worker  rights  should  not  be  a  means  for  a  country  or  its 
industries  to  gain  competitive  advantage  in  international 
trade. 

( 15)  Access  to  high  technology. — 

(A)  The  principal  negotiating  objective  of  the  United 
States  regarding  access  to  high  technology  is  to  obtain  the 
elimination  or  reduction  of  foreign  barriers  to,  and  acts, 
policies,  or  practices  by  foreign  governments  which  limit, 
equitable  access  by  United  States  persons  to  foreign- 
developed  technology,  including  barriers,  acts,  policies,  or 
practices  which  have  the  effect  of — 

(i)  restricting  the  participation  of  United  States 
persons  in  government-supported  research  and  develop- 
ment projects; 

(it)  denying  equitable  access  by  United  States  persons 
to  government-held  patents; 

(iii)  requiring  the  approval  or  agreement  of  govern- 
ment entities,  or  imposing  other  forms  of  government 
interventions,  as  a  condition  for  the  granting  of  li- 
censes to  United  States  persons  by  foreign  persons 
(except  for  approval  or  agreement  which  may  be  nec- 
essary for  national  security  purposes  to  control  the 
export  of  critical  military  technology);  and 

(iv)  otherwise  denying  equitable  access  by  United 
States    persons    to    foreign-developed    technology    or 
contributing  to  the  inequitable  flow  of  technology  be- 
tween the  United  States  and  its  trading  partners. 
(B)  In  pursuing  the  negotiating  objective  described  in 
subparagraph  (A),  the  United  States  negotiators  shall  take 
into  account  United  States  Government  policies  in  licensing 
or  otherwise   making  available   to   foreign   persons  tech- 
nology and  other  information  developed  by  United  States 
laboratories. 
(16)  Border  taxes. — The  principal  negotiating  objective  of  the 
United  States  regarding  border  taxes  is  to  obtain  a  revision  of 
the  GATT  with  respect  to  the  treatment  of  border  adjustments 
for  internal  taxes  to  redress  the  disadvantage  to  countries 
relying  primarily  for  revenue  on  direct  taxes  rather  than  in- 
direct taxes. 
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Chairman  Gibbons.  Thank  you,  Mr.  Freeman. 
Mr.  Cohen. 

STATEMENT  OF  CALMAN  J.  COHEN,  VICE  PRESIDENT, 
EMERGENCY  COMMITTEE  FOR  AMERICAN  TRADE 

Mr.  Cohen.  Thank  you,  Mr.  Chairman. 

I  am  pleased  to  be  here  to  testify  on  behalf  of  the  Emergency 
Committee  for  American  Trade  in  support  of  President  Clinton's  re- 
quest for  an  extension  of  the  fast-track  procedure  that  will  enable 
him  to  complete  the  round. 

ECAT  companies  are  among  the  largest  U.S.  exporters,  and  they 
account  for  the  bulk  of  U.S.  foreign  direct  investment.  Without 
their  exports  and  other  overseas  business  operations,  ECAT  compa- 
nies would  be  much  smaller  firms  with  hundreds  of  thousands 
fewer  workers.  The  economic  welfare  of  ECAT  firms  and  their  em- 
ployees depends  heavily  on  open  international  markets. 

Going  back  to  the  1988  Omnibus  Act  that  authorized  U.S.  par- 
ticipation in  the  round,  ECAT  has  been  supportive  of  the  GATT  ne- 
gotiations, for  we  firmly  believe  that  they  would  advance  the  U.S. 
economic  interest  and  the  more  narrow  economic  interest  of  ECAT 
member  companies  themselves. 

Despite  years  of  frustration  at  the  inability  to  bring  the  round  to 
a  conclusion,  we  are  still  strongly  supportive,  Mr.  Chairman,  and 
would  hate  to  see  the  negotiating  process  aborted  because  of  a  lack 
of  negotiating  authority  tor  the  President. 

We  urge  you  to  provide  him  with  negotiating  authority 
unencumbered  with  restrictions;  in  other  words,  a  clean  grant  of 
negotiating  authority.  Unnecessary  and  extraneous  conditions  on 
the  negotiating  authority  could  very  well  frustrate  attainment  of  a 
successful  outcome  by  directing  the  President  into  areas  incapable 
of  resolution  in  the  time  remaining  in  the  round. 

And  as  Mr.  Freeman  has  just  pointed  out,  the  Congress  has  al- 
ready specified  the  objectives  for  the  round,  and  I  think  those  are 
most  comprehensive  directions  that  are  adequate  for  the  ongoing 
talks. 

American  business  stands  to  lose  a  lot  if  the  round  is  not  success- 
fully concluded.  At  stake  are  important  new  rules  and  procedures 
for  international  trade  in  services  and  for  the  protection  of  intellec- 
tual property  rights  and  foreign  investments.  Also  at  stake  are 
prospects  for  considerably  improved  market  access  for  U.S.  goods 
and  services  which  will  further  U.S.  economic  well-being  and  secu- 
rity. 

While  the  members  of  ECAT  are  not  pleased  with  all  of  the  par- 
ticulars of  the  so-called  Dunkel  text,  we  believe  that  our  concerns 
can  be  accommodated  before  the  round  process  is  completed.  We 
testified  to  our  specific  concerns  at  the  January  23,  1992,  hearings 
of  the  subcommittee,  particularly  noting  our  concerns  with  defi- 
ciencies in  the  services  and  intellectual  property  areas. 

What  we  in  ECAT  also  see  at  issue  in  respect  of  the  request  for 
an  extension  of  fast  track,  in  addition  to  the  future  of  the  Uruguay 
round,  is  the  future  of  the  current  international  economic  system. 
It  has  been  U.S.  leadership  that  in  large  part  has  been  responsible 
for  the  system  put  in  place  after  World  War  II. 
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Were  the  Uruguay  round  to  fail  because  of  the  absence  of  the 
United  States  at  the  negotiating  table,  there  likely  would  follow  a 
period  of  relative  international  anarchy  that  could  cause  serious 
harm  to  the  U.S.  economy.  While  the  GATT  would  continue,  its 
rules  and  dispute  settlement  procedures  would  atrophy  and  govern- 
ments would  act  more  independently,  thereby  openmg  the  prospect 
of  retaliation  and  international  trade  conflict 

There  is,  of  course,  a  risk  that  the  Uruguay  round  may  fail  even 
with  a  continuing  United  States  presence.  We  hope  that  this  will 
not  be  the  case  because  there  is  just  so  much  to  be  gained  for  the 
U.S.  economy. 

The  international  trade  agenda  will  not  be  complete,  I  hasten  to 
add,  if  the  Uruguay  round  is  successfully  concluded. 

In  many  ways,  what  the  round  and  the  so-called  Tokyo  round 
that  preceded  it  nave  accomplished  is  the  laying  down  of  building 
blocks  for  a  more  comprehensive  trade  edifice,  a  world  that  em- 
braces not  only  international  exchanges  of  goods  and  capital  and 
services,  but  also  considerations  of  the  environment  and  the  work- 
place, as  well  as  the  need  to  develop  more  harmonious  and  coordi- 
nated national  economic  and  social  policies. 

To  do  this  will  require  future  negotiating  authorities  for  the 
President  so  that  he  may  take  the  lead  in  such  areas  as  improving 
the  GATT  system  and  negotiating  economic  agreements  with  the 
countries  of  Latin  America  and  the  Pacific  Rim,  thereby  helping 
him  to  achieve  his  goal  of  improving  the  U.S.  economy  and  the  eco- 
nomic welfare  of  its  citizens. 

One  last  but  I  think  very  crucial  point:  The  grant  of  further  ne- 
gotiating authority  for  the  President  to  conclude  the  round  in  no 
way  commits  the  Congress  or  others  to  prior  approval  of  the  result- 
ant trade  agreement.  In  short,  any  such  agreement  would  stand,  as 
it  should,  or  fall,  as  it  should,  on  its  merits. 

I  thank  you  for  the  opportunity  of  being  here  with  you  today. 

[The  prepared  statement  follows:] 
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STATEMENT  OF  CALMAN  J.  COHEN,  VICE  PRESIDENT,  EMERGENCY 

COMMITTEE  FOR  AMERICAN  TRADE,  BEFORE  THE  SUBCOMMITTEE  ON 

TRADE  OF  THE  HOUSE  WAYS  AND  MEANS  COMMITTEE  HEARING  ON 

THE  PRESIDENTS  REQUEST  FOR  EXTENSION  OF  "FAST  TRACK" 

PROCEDURES  FOR  URUGUAY  ROUND  IMPLEMENTATION. 

APRIL  27,  1993 


I  am  pleased  to  be  here  today  to  testify  on  behalf  of  the  Emergency 
Committee  for  American  Trade  in  support  of  President  Clinton's  request  for  an 
extension  of  the  "fast  track"  procedure  that  will  enable  him  to  complete  the 
Uruguay  Round  negotiations. 

As  is  well  known  to  many  members  of  the  Ways  and  Means  Trade 
Subcommittee,  the  members  of  ECAT  have  a  huge  interest  in  a  successful  outcome 
of  the  Uruguay  Round.  Our  approximately  60  members  have  very  extensive 
international  business  operations.  Their  worldwide  sales  last  year  totaled  over  SI 
trillion,  and  they  employed  nearly  S  million  workers. 

ECAT  companies  are  among  the  largest  U.S.  exporters  and  they  account  for 
the  bulk  of  U.S.  foreign  direct  investment.  Without  their  U.S.  exports  and  other 
overseas  business  operations,  ECAT  companies  would  be  much  smaller  firms  with 
hundreds  of  thousands  fewer  U.S.  workers.  The  economic  welfare  of  ECAT  firms 
and  their  employees  depends  heavily  on  open  international  markets. 

Going  back  to  the  1988  Omnibus  Trade  and  Competitiveness  Act  that 
authorized  U.S.  participation  in  the  Uruguay  Round,  ECAT  has  been  supportive  of 
the  GATT  negotiations  for  we  firmly  believe  that  they  would  advance  the  U.S. 
economic  interest  and  the  more  narrow  economic  interests  of  ECAT  member 
companies  themselves.  Despite  years  of  frustration  at  the  inability  to  bring  the 
Uruguay  Round  to  a  conclusion,  we  are  still  strongly  supportive  and  would  hate  to 
see  the  negotiating  process  aborted  because  of  a  lack  of  negotiating  authority  for  the 
President. 

We  urge  you  to  grant  the  President  a  clean  grant  of  negotiating  authority 
unencumbered  with  restrictions.  Unnecessary  and  extraneous  conditions  on  the 
President's  negotiating  authority  could  very  well  frustrate  attainment  of  a  successful 
outcome  by  directing  the  President  into  areas  incapable  of  resolution  in  the  time 
remaining  in  the  Uruguay  Round. 

American  business  stands  to  lose  a  lot  if  the  Uruguay  Round  is  not 
successfully  concluded.  At  stake  are  important  new  rules  and  procedures  for 
international  trade  in  services  and  for  the  protection  of  intellectual  property  rights 
and  foreign  investments.  Also  at  stake  are  prospects  for  considerably  improved 
market  access  for  U.S.  goods  and  services  which  will  further  U.S.  economic  well- 
being  and  security. 

While  the  members  or  ECAT  are  not  pleased  with  all  of  the  particulars  of  the 
Dunkel  text,  we  believe  that  our  concerns  can  be  accommodated  before  the  Uruguay 
Round  process  is  completed.  We  testified  to  these  concerns  at  the  January  23, 1992, 
hearings  of  the  Trade  Subcommittee  on  the  draft  Dunkel  text,  particularly  noting 
our  concerns  with  deficiencies  in  the  services  and  intellectual  property  areas. 

What  we  in  ECAT  also  see  at  issue  in  respect  of  the  President's  request  for  an 
extension  of  the  "fast  track",  in  addition  to  the  future  of  the  Uruguay  Round,  is  the 
future  of  the  current  international  economic  system.  It  has  been  U.S.  leadership 
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that  in  large  part  has  been  responsible  Cor  the  international  economic  system  put  in 
place  after  World  War  II.  The  IMF,  World  Bank,  and  the  GATT  are  the 
institutional  core  of  the  system,  which  has  provided  the  means  for  cooperative 
action  in  facilitating  world  economic  growth. 

Were  the  Uruguay  Round  to  fail  because  of  the  absence  of  the  United  States 
at  the  negotiating  table,  there  likely  would  follow  a  period  of  relative  international 
anarchy  that  could  cause  serious  harm  to  the  U.S.  economy.  While  the  GATT 
would  continue,  its  rules  and  dispute  settlement  procedures  would  atrophy  and 
governments  would  act  more  independently  of  the  rights  and  concerns  of  their 
trading  partners,  thereby  opening  the  prospect  of  retaliation  and  international  trade 
wars. 

There  is,  of  course,  a  risk  that  the  Uruguay  Round  may  fail  even  with  a 
continuing  United  States  presence  .  We  hope  that  this  will  not  be  the  case  because 
the,re  is  so  much  to  be  gained  for  the  U.S.  economy,  particularly  in  the  areas  that  I 
have  just  noted  above. 

The  U.S.  international  trade  agenda  will  not  be  complete  even  if  the  Uruguay 
Round  is  successfully  concluded.  While  a  legal  structure  of  rights  and  obligations 
will  have  been  agreed  to  in  the  so-called  "new"  GATT  areas  of  services,  investment, 
and  intellectual  property  rights,  the  structure  will  have  to  be  built  on  not  only 
through  practical  experience  with  the  new  rules  but  also  through  the  development  of 
additional  rules  through  negotiations. 

In  many  ways,  what  the  Uruguay  Round  and  the  so-called  Tokyo  Round  that 
preceded  it  have  accomplished  is  the  laying  down  of  building  blocks  for  a  more 
comprehensive  trade  edifice  designed  to  deal  with  the  intricacies  of  the  modern 
trading  world  —  a  world  that  embraces  not  only  international  exchanges  of  goods, 
capital,  and  services,  but  also  considerations  of  the  environment  and  the  workplace 
as  well  as  the  need  to  develop  more  harmonious  and  coordinated  national  economic 
and  social  policies. 

U.S.  leadership  will  be  crucial  to  the  future  of  the  emerging  global  economic 
system.  Absent  that  leadership,  it  is  difficult  to  see  where  such  leadership  would 
come  from.  As  a  leader,  the  United  States  will  be  enabled  to  continue  its  historic 
role  of  shaping  the  international  economic  agenda  in  the  furtherance  of  U.S. 
national  economic  objectives. 

To  do  this  will  require  future  negotiating  authorities  for  the  President  so 
that  he  may  take  the  lead  in  such  areas  as  improving  the  GATT  system  and 
negotiating  economic  agreements  with  the  countries  of  Latin  America  and  the 
Pacific  Rim,  thereby  helping  him  to  achieve  his  goal  of  improving  the  U.S.  economy 
and  the  economic  welfare  of  its  citizens. 

The  grant  of  further  negotiating  authority  for  the  President  to  conclude  the 
Uruguay  Round  in  no  way  commits  the  Congress  or  others  to  prior  approval  of  the 
resultant  trade  agreement.  Any  such  agreement  would  stand  or  fall  on  its  merits. 

I  thank  you  for  the  opportunity  of  being  here  with  you  today. 
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Chairman  Gibbons.  Thank  you  very  much,  Mr.  Cohen. 
And  now  Mr.  Regan. 

STATEMENT  OF  TIMOTHY  REGAN,  VICE  PRESIDENT  AND  DI- 
RECTOR, PUBLIC  POLICY,  CORNING,  INC.,  CORNING,  N.Y.,  ON 
BEHALF  OF  THE  U.S.  CHAMBER  OF  COMMERCE 

Mr.  Regan.  Thank  you,  Mr.  Chairman. 

On  behalf  of  the  chamber  of  commerce,  I  want  to  thank  you  for 
the  opportunity  to  present  the  chamber's  views  on  the  President's 
request  to  extend  fast-track  authority  for  the  Uruguay  round.  The 
chamber  represents  the  largest  group  of  American  business  and,  as 
such,  has  been  really  forced  to  look  very  closely  at  the  Uruguay 
round  negotiations  and  the  results  so  far  from  the  perspective  of, 
importers,  exporters,  manufacturers,  service  providers,  and  small 
business. 

Mr.  Chairman,  we  believe  that  completing  the  Uruguay  round 
agreement  would  help  give  the  much-needed  boost  in  the  world 
economy.  I  don't  know  if  you  saw  today,  but  the  IMF  estimated 
today  tnat  the  world  economy  is  actually  going  to  grow  much  slow- 
er than  originally  anticipated  this  year.  We  need  a  boost.  We  need 
an  opportunity  to  grow. 

Therefore,  we  support  the  fast-track  procedures  that  would  per- 
mit the  rapid  and  successful — and  I  emphasize  successful — conclu- 
sion of  these  important  multilateral  negotiations. 

However,  this  support  for  fast  track  does  not  mean  or  imply  that 
the  draft  final  act,  or  the  so-called  Dunkel  text,  is  an  acceptable 
basis  for  a  successful  agreement.  It  is  not.  A  speedy  conclusion 
should  not  be  achieved  at  the  expense  of  substance. 

Let  me  be  clear.  The  chamber  cannot  accept  the  Dunkel  draft 
text.  The  President  must  negotiate  a  good  agreement.  This  will  re- 
quire substantial  and  material  improvements  over  the  text  to  de- 
clare the  Uruguay  round  a  success.  Anything  less  is  inconsistent 
with  the  negotiating  objectives  set  by  Congress  in  the  1988  Act, 
which  has  been  previously  mentioned  here  today,  and  would  be  un- 
acceptable. 

We  prefer  no  agreement,  or  a  smaller  agreement,  than  the 
Dunkel  text. 

Mr.  Chairman,  we  have  reviewed  for  you  in  the  past  our  specific 
concerns  about  this  agreement.  Extending  negotiating  authority 
now  is  different  than  it  was  back  in  1988.  It  is  different  because 
now  we  have  the  outline  of  an  agreement.  We  have  a  500-page  doc- 
ument which  lays  out  in  grand  detail  very  specific  commitments 
the  United  States  would  have  to  make  in  order  to  get  a  successful 
negotiation. 

There  is  much  in  this  agreement  that  is  unsatisfactory.  In  fact, 
if  you  take  a  close  look  at  the  draft  text,  you  will  find  that  it  does 
not — I  underline  "not" — meet  the  negotiating  objectives  set  by  this 
committee  back  in  1988. 

The  specific  areas  where  there  are  deficiencies  lie  in  the  area  of 
the  antidumping  provisions,  dealing  with  unfair  trade  practices;  lie 
in  the  area  of  subsidies,  allowing  foreign  governments  to  engage  in 
subsidy  practices  that  they  couldn't  currently  engage  in  under  U.S. 
law;  lie  in  inadequate  protection  of  intellectual  property;  lie  in  in- 
adequate market  access  for  services;  and  lie  in  the  dispute  settle- 
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ment  procedure  that  may,  indeed,  make  it  more  difficult  for  us  to 
administer  our  own  trade  laws. 

These  are  some  of  the  areas  where  some  changes,  rather  signifi- 
cant changes,  have  to  be  made  in  this  agreement  in  order  to  make 
it  successful  from  the  view  of  the  chamber  of  commerce. 

In  addition,  we  would  like  to  note  that  the  Dunkel  draft  also  fails 
to  deal  with  Government  procurement.  We  believe  disciplines  in 
this  area  are  also  necessary.  The  importance  of  strengthened  dis- 
ciplines here  was  most  recently  highlighted  by  the  United  States- 
European  Community  conflict  over  the  Community's  procurement 
directive. 

Finally,  the  chamber  believes  that  renewal  of  Super  301  and  en- 
actment of  the  Trade  Agreements  Compliance  Act,  both  of  which 
are  rooted  in  Section  301,  would  contribute  greatly  to  the  advance- 
ment of  the  legitimate  interests  of  U.S.  companies  and  their  work- 
ers in  the  global  marketplace.  These  provisions  are  meritorious  in 
their  own  right  and  should  be  enacted  whether  or  not  fast-track  ne- 
gotiating authority  is  extended. 

As  you  can  see,  Mr.  Chairman,  we  have  some  very  serious  prob- 
lems with  the  terms  of  the  likely  agreement  based  on  the  Dunkel 
text.  If  the  subcommittee  shares  these  concerns,  which  we  expect 
you  do,  we  respectfully  suggest  that  you  make  your  concerns 
known  now.  Better  for  Congress  to  be  demanding  now  than  to  re- 
ject the  agreement  our  negotiators  bring  back  later.  Such  a  rejec- 
tion would  truly  be  disastrous  for  the  trading  system. 

Thank  you  very  much. 

[The  prepared  statement  follows:] 
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STATEMENT 

OB 

THE  PRESIDENTS  REQUEST  FOR  EXTENSION  OF 

FAST  TRACK  PROCEDURES  FOR  URUGUAY  ROUND  IMPLEMENTATION 

before  the 

SUBCOMMITTEE  ON  TRADE 

of  the 

COMMITTEE  ON  WAYS  AND  MEANS 

of  the 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

for  the 

VS.  CHAMBER  OF  COMMERCE 

by 

Timothy  J.  Regu 
April  27,  W3 

Mr.  Chairman,  on  behalf  of  the  U.S.  Chamber  of  Commerce,  I  would  bice  to  thank  you  for 
the  opportunity  to  testify  today  on  President  Clinton's  request  for  approval  of  legislation  renewing 
fast  track  procedures  to  conclude  the  Uruguay  Round  of  multilateral  trade  negotiations.  I'm 
Timothy  Regan,  Vice  President  and  Director  of  Public  Policy  for  Corning,  Incorporated  I'm  a 
member  of  the  Chamber's  International  Policy  Committee,  and  Chairman  of  that  Committee's 
Foreign  Commercial  Relations  Subcommittee. 

The  U.S.  Chamber  has  consistently  supported  U.S.  efforts  during  the  Uruguay  Round  to 
improve  the  General  Agreement  on  Tariffs  and  Trade  by  strengthening  dispute  settlement, 
expanding  GATTs  scope,  and  improving  existing  G  ATT  disciplines  against  unfair  trade  practices. 
We  believe  completing  a  good  Uruguay  Round  Agreement  would  give  a  needed  boost  to  the  world 
economy  and  provide  increased  market  opportunities  for  U.S.  business.  Therefore,  we  support 
approval  of  fast  track  procedures  that  would  permit  a  rapid  and  successful  conclusion  to  these 
important  multilateral  talks. 

But  this  does  not  mean  or  imply  that  we  accept  the  Dunkel  text  of  December  1991  as 
representative  of  a  good  agreement  Let  me  state  clearly  that  the  Dunkel  text  is  totally  inadequate 
as  it  stands.  Substantial  and  material  improvements  over  the  Dunkel  text  will  be  essential  to 
declare  the  Uruguay  Round  a  success.  Anything  less  is  inconsistent  with  the  negotiating  objective 
set  by  Congress  in  the  1988  Trade  Act  and  thus  is  unacceptable. 

President  Clinton  has  expressed  his  strong  desire  to  conclude  the  negotiations  this  year. 
While  the  U.S.  Chamber  agrees  there  is  an  urgent  need  to  reach  closure,  we  would  like  to  repeat 
our  concern  that  a  speedy  conclusion  not  be  achieved  at  the  expense  of  substance.  During 
testimony  I  presented  to  this  Subcommittee  on  January  23, 1992,  I  presented  U.S.  Chamber  views 
on  the  major  shortcomings  in  the  Draft  Final  Act  or  so-called  "Dunkel  Draft"  This  assessment  is 
based  upon  canvasing  our  members'  views.  I  believe  it  is  timely  to  reiterate  those  views  as  we  look 
to  a  possible  conclusion  of  the  talks. 

PRINCIPAL  DEFICIENCIES  IN  THE  DUNKEL  DRAFT 

The  following  analysis  covers  the  principal  problems  our  members  have  identified: 

Anti-Dumping.  The  Dunkel  Draft  departs  in  several  important  respects  from  the  recommendations 
for  reforming  the  Anti-Dumping  Code  adopted  by  the  U.S.  Chamber  Board  in  February  and  June 
of  1990.  On  balance,  the  draft  significantly  benefits  the  interest  of  respondents  in  anti-dumping 
investigations  and  significantly  prejudices  domestic  petitioners.  To  correct  this  deficiency,  we 
recommend  the  following  Anti-Dumping  provisions  of  the  Dunkel  Draft  be  deleted: 

•  Standing  f  Article  5.4V  The  proposed  provision  would  make  it  administratively  more  difficult 
for  U.S.  companies  to  file  petitions  for  relief  under  the  dumping  law.  The  Chamber  believes 
no  changes  to  either  the  GATT  Code  or  U.S.  law  are  necessary  and  that  needed 
improvements  to  achieve  greater  openness  and  transparency  in  standing  questions  can  be 
achieved  administratively. 

•  Weight  Averaging/Domestic  and  Export  Goods  {Article  2.4.21:  The  Dunkel  text  would,  in 
most  cases,  prevent  the  Commerce  Department  from  using  its  current  dumping-margin 
methodology  that  guards  against  spot  dumping.  No  change  in  the  Code  is  acceptable  that 
would  prohibit  the  Commerce  Department's  weight-averaging  practices. 

•  Constructed  Value  /Profits  ( ArtH*  f  2,  7V  The  Dunkel  text  would  require  Commerce  to  use 
"actual"  profit  data  of  foreign  exporters  that  have  been  demonstrated  to  have  no  relevant 
foreign  sales  on  which  to  base  profits,  or  whose  foreign  sales  have  been  rejected  by 
Commerce  as  being  at  prices  below  the  cost  of  production.  The  Chamber  believes  that  the 
8%  base  currently  in  U.S.  law  is  transparent  and  reasonable  and  should  not  be  changed. 

•  De  Minimis  Dumping  Margin  (Article  5.81:  The  provision  would  prohibit  Commerce  from 
imposing  dumping  duties  in  any  case  where  the  amount  of  dumping  calculated  is  below  a 
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/U  minimi*  level  of  2%.  Many  Chamber  member*,  particularly  tboie  producing  price- 
sensitive  goods,  would  be  severely  damaged  by  thii  change.  The  Chamber  opposes  indnsion 
of  a  dc  minima  level  in  the  Code. 

•  IW  MI.I-U  Import  Vnh.ny. /r..m,.1.H«.  fArtirU  <  «)•     Th>  n..nW.|  t^«  «n..M  p^Afhh 

Commerce  and  the  ITC  from  investigating  allegations  of  foreign  dumping  when  import* 
from  the  country  in  questSonare  'negligible,*  at  defined  by  the  Code,  even  if  those  imports 
might  have  a  discernible  adverse  impact  on  the  domestic  industry.  The  Chamber  opposes 
any  provisions  in  the  Code  that  would  limit  the  Government's  discretion  to  consider  import* 
from  any  source  in  anti-dumping  investigations. 

•  Snn««>t  Oracle  llJi:  Many  Chamber  members  vehemently  oppose  a  sunset  provision  in 
the  Code  which  would  automatically  terminate  anti-dumping  orders  after  five  years.  This 
provision  would  unfairry  place  the  burden  on  victims  of  dumping  to  prove  that  they  are  still 
being  injured  by  unfairry  priced  imports.  The  Chamber  opposes  it 

Intellectual  Piopaty  (TRIPi).  The  major  deficiencies  in  these  provisions  of  the  Dunkel  Draft  are: 

•  Transitional  arrangement*-  Part  VI  provides  unacceptabry  long  time  periods  before  the 
commitments  become  effective  in  developing  countries.  The  additional  period  of  four  years 
granted  to  them  is  unwarranted,  since  most  developing  countries  already  have  a  «"**£■*-'' 
institutional  infrastructure  to  implement  the  changes  for  most  "»—  «f  fan* n^vf  I  pTf  fly 
protection  and  enforcement  Furthermore,  the  additional  five-year  transition  period  granted 
to  developing  countries  for  technologies  not  previously  protected  (moat  notably 
pharmaceuticals  aod  agricultural  chemical*)  it  unwarranted.  Owners  of  intellectual  property 
affected  by  the  additional  five-year  extension  would  see  no.  benefits  until  eleven  years  after 
the  Final  Act  comes  into  force. 

•  Pip^lww  The  Dunkel  Draft  fails  to  provide  any  pipeline  protection  for  those  products 
subject  to  lengthy  pre-market  approval  requirements.  Efforts  to  mitigate  tins  shortcoming 
under  Articles  708  and  70.9  are  not  adequate. 

•  ExbajisJion_af_rjghli:  Article  6  could  be  used  to  justify  countries  asserting  that  in  certain 
circumstances  the  rights  of  intellectual  property  holders  no  longer  are  in  effect  The  phrase 
"interests  of  third  parties  shall  be  taken  into  account"  (Ankles  30  and  46)  gives  wide 
latitude  for  political  and  social  justifications  to  mitigate  or  defeat  patent  enforceability. 

•  Copyright  -  Works  M««*»  fnr  Hiw  The  absence  of  adequate  protection  for  holders  of 
copyright  in  relation  to  authors/artists  is  a  critical  deficifty. 

•  Copyright  -  Movie*  and  .Smimhrenrrfinp-  The  absence  of  a  royalties/remuneration 
provision  with  respect  to  "phonograms"  and  "cinematographic  works"  is  a  critical  deficiency. 

•  Rintf^hnnloyv  The  language  of  Article  27.2  is  unclear  as  to  whether  or  not  human,  animal, 
plant  life,  or  health  care  inventions  are  deluded  from  patentability. 

•  Section  337:  There  is  continuing  strong  concern  about  the  future  status  of  Section  337  of 
the  Tariff  and  Trade  Act  of  1930  in  light  of  the  border-enforcement  provisions  of  the 
Dunkel  text 

•  Bilateral  Action:  The  Administration  should  make  a  dear  commitment  to  utilize  bilateral 
action  under  U.S.  trade  law  in  cases  where  countries  adopt  substandard  protection  and 
enforcement  practices  which  are  outside  the  scope  of  the  Dunkel  text  or  are  inadequately 
covered  due  to  the  ambiguities  of  the  Dunkel  text 

Services.  The  linkage  between  the  services  provisions  of  the  Dunkel  Draft  and  the  market-access 
talks  is  of  crucial  importance.  Unless  significant  progress  on  market  access  is  achieved,  benefits 
accruing  to  U.S.  service  providers  from  the  framework  agreement  would  be  minimal.  There  has 
been  an  apparent  loss  of  leverage  in  the  services  agreement  that  would  motivate  countries  to  be 
forthcoming  in  the  ongoing  market-access  negotiations  because  the  benefits  of  the  services 
agreement  are  not  tied  to  progress  in  the  market-access  talks. 

Subsidies.  Questions  and  concerns  remain  and  a  number  of  vague  provisions  have  elicited 
conflicting  interpretations  by  industry  analysts.  Chamber  members  are  very  concerned  over  the 
draft's  designation  of  regional  subsidies  as  non-actionable,  especially  as  the  text  places  no  cap  on 
such  aids.  Inclusion  of  research  and  development  subsidies  in  the  "green  zone*  was  also 
disappointing. 

Other  areas  requiring  further  clarification  and  definition  include  the  relationship  between 
the  "Committee"  which  will  review  subsidy  complaints  and  the  new  Dispute-Resolution  procedures, 
and  a  definition  of  the  "appropriate  counte measures"  against  subsidies  to  be  allowed  by  the 
"Committee*.  Clarification  is  also  needed  on  the  standard  or  scope  of  review  of  new  Dispute 
Resolution  procedures  in  the  context  of  existing  U.S.  countervailing  duty  laws  which  are  not  in  the 
GATTCode. 
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In  addition,  we  believe  the  provisions  in  the  Dunkel  text  on  sunset,  rie  minimis  subsidies, 
standing,  and  other  areas  where  parallelism  exists  with  the  Chamber's  Anti-Dumping  Policy  should 
not  be  accepted. 

Trade  Related  Investment  Measures  (TRIMs).  Although  firms  would  have  recourse  against  TRIMs 
in  a  multilateral  forum  for  the  first  time,  some  TRIMs,  e.g.,  technology  transfer  requirements, 
remain  unaddressed.  Also,  excessive  use  of  developing-country  waivers  may  effectively  cancel  out 
the  sought-after  benefits  of  the  TRIMs  language. 

Dispute  settlement.  We  applaud  the  draft  agreement's  efforts  to  require  movement  in  dispute- 
settlement  proceedings  and  impose  a  time  limit  on  the  conclusion  of  proceedings.  Long  delays  in 
dispute  resolution  under  the  current  regime  have  imposed  huge  legal  and  administrative  costs  on 
aggrieved  U.S.  companies,  sufficient,  in  many  instances,  to  threaten  their  commercial  existence. 

However,  the  Chamber  believes  that  the  obligations  imposed  by  the  draft  dispute-settlement 
language  with  respect  to  such  existing  U.S.  laws  a  Section  301  need  to  be  clarified.  In  particular, 
does  the  draft  language  preclude  application  of  such  laws  in  ways  not  currently  prohibited?  To 
what  extent  will  time  frames  for  investigation  and  retaliation  need  to  be  altered?  Would  it  lead 
to  even  more  reluctance  on  the  part  of  the  U.S.  government  to  use  Section  301? 

In  addition,  while  we  recognize  the  lack  of  judicial  review  available  in  some  countries  with 
respect  to  their  dumping  laws,  that  is  not  the  case  in  the  United  States.  Therefore,  we  are 
concerned  about  the  continued  effectiveness  of  U.S.  dumping  law  to  combat  unfair  trade  practices. 
To  what  extent,  if  any,  will  U.S.  judicial  review  be  subject  to  constraints  imposed  by  the  dispute 
settlement  system  as  envisioned  in  the  Dunkel  Draft? 

The  single,  integrated  dispute-settlement  mechanism  proposed  in  the  Dunkel  Draft  could 
help  to  remedy  the  deficiencies  U.S.  business  has  identified  in  the  past,  if  the  compatibility  of  this 
mechanism  with  current  U.S.  law  was  clearly  established.  The  imposition  of  time  limits  on  the 
dispute-settlement  process  and  the  possibility  of  resorting  to  cross-retaliation  for  enforcement 
purposes  provided  in  the  Dunkel  Draft  would  be  major  benefits. 

The  Chamber  also  believes  that  renewal  of  the  Super  301  provisions  and  enactment  of  the 
Trade  Agreement  Compliance  Act,  both  of  which  are  rooted  in  section  301,  will  contribute 
importantly  to  the  execution  of  a  trade  policy  that  advances  the  legitimate  interests  of  U.S. 
companies  and  their  workers  in  the  global  market  These  provisions  are  meritorious  in  their  own 
right  and  should  be  enacted  whether  or  not  fast-track  trade  negotiating  authority  is  extended. 

As  you  know,  Super  301  was  instrumental  in  obtaining  trade  liberalizing  commitments  in  a 
number  of  areas  from  some  of  our  most  important  trading  partners.  There  is  much  follow-up  work 
remaining  to  be  done,  particularly  with  respect  to  various  "systemic"  or  trans-sectoral  trade  barriers 
and  restrictions.  However,  no  one  can  deny  that  Super  301  has  had  a  significant  positive  impact 
on  our  ability  to  focus  on  problems  of  greatest  importance  to  U.S.  business.  We  are  confident  that 
a  renewed  emphasis  on  establishing  trade  liberalization  priorities  can  only  help  us  in  our  efforts 
to  increase  market  opportunities  abroad  for  U.S.  business. 

In  addition,  the  sanctity  of  trade  agreements  themselves  should  not  be  subject  to  question. 
A  deal  is  a  deal.  Once  nations  have  committed  themselves  to  opening  their  markets,  they  should 
be  held  accountable  when  they  fail  to  live  up  to  those  commitments.  As  intended  beneficiaries  of 
such  agreements,  U.S.  companies'  views  regarding  trade  agreement  compliance  should  be  taken 
closely  into  account.  When  there  is  an  allegation  that  a  trade  agreement  has  been  violated,  the 
U.S.  government  should  investigate  that  allegation  and,  if  a  violation  is  found,  take  appropriate  and 
feasible  action  to  correct  the  violation. 

Agriculture.  Notwithstanding  the  significant  progress  made  in  agriculture,  every  effort  should  be 
made  to  address  remaining  shortcomings. 

CONCLUSION 

In  a  1988  letter  to  then-U.S.  Trade  Representative  (USTR)  Clayton  Yeutter,  the  U.S. 
Chamber  underscored  the  need  to  use  the  Uruguay  Round  as  an  opportunity  to  remedy  the 
shortcomings  of  the  GATT  that  sap  its  effectiveness  and  undermine  its  credibility  among  the  U.S. 
business  community  and  the  Congress.  We  deeply  appreciate  the  vigorous  and  untiring  efforts  of 
the  Office  of  the  USTR  to  bring  the  negotiations  to  a  successful  conclusion.  From  the  outset  of 
the  Uruguay  Round,  the  U.S.  Chamber  has  taken  the  view  that  when  it  came  time  to  assess  the 
results,  it  would  prefer  no  agreement  to  a  bad  Uruguay  Round  agreement  We  applaud  the  public 
statements  made  by  the  Clinton  Administration  that  have  expressed  that  same  view. 

We  would  like  to  emphasize,  as  we  have  in  the  past,  that  the  membership  of  the  U.S. 
Chamber  is  not  prepared  to  determine  whether  a  "good"  agreement  has  been  reached  solely  on  the 
basis  of  the  Dunkel  Draft  The  overall  commercial  significance  of  the  final  agreement  will  be  the 
key  to  that  judgement   The  two  vital  missing  elements  we  will  need  are  the  commitments  our 
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trading  partner*  are  prepared  to  make  on  tariff  elimination/reduction,  and  to  reduce  barriers  to 
s«rvicei  trade. 

The  Dunkel  Draft  also  fails  to  include  an  agreement  on  improvements  in  the  Code  on 
Government  Procurement.  The  taportance  of  strengthened  disciplines  on  government  procurement 
was  most  recently  highlighted  this  year  when  EC-U.S.  efforts  to  resolve  ongoing  discriminatory 
practices  reached  an  impasse  and  led  to  the  possibility  of  sanctions  by  the  U.S.  in  the  event  the  EC 
continued  such  discrimination. 

The  U.S.  Chamber  supports  the  negotiation  of  a  successful  agreement  that  strengthens  and 
expands  disciplines  on  government  procurement  However,  the  resolution  of  several  issues, 
particularly  coverage,  remain  unresolved.  The  addition  of  such  an  agreement  to  an  Uruguay  Round 
Final  Act  would  add  «jgw<«/-»nt  benefits  for  VS.  Chamber  members. 

While  those  missing  elements  are  being  put  into  place,  the  U.S.  Chamber  strongly 
recommends  that  the  U.S.  seek  to  correct  the  significant  shortcomings  in  the  Dunkel  Draft 
described  above.  The  Dunkel  Draft  is  an  ambitious  proposal  that  carries  the  potential  to  improve 
the  world  trading  system.  If  the  deficiencies  in  the  Draft  identified  above  were  corrected  and 
significant  commitments  to  reduce  market-access  barriers  in  both  goods  and  services  were  ««t«WH 
in  the  coming  months,  the  Uruguay  Round  could  bring  commercially  significant  benefits  to  VS. 
business.   We  support  continued  efforts  to  reach  those  goals. 

Chairman  Gibbons.  The  Coalition  of  Service  Industries,  Mr. 
Hawley. 

STATEMENT  OF  F.  WILLIAM  HAWLEY,  DIRECTOR,  INTER- 
NATIONAL GOVERNMENT  RELATIONS,  CITICORP/CITIBANK, 
ON  BEHALF  OF  THE  COALITION  OF  SERVICE  INDUSTRIES 
AND  THE  FINANCIAL  SERVICES  GROUP 

Mr.  Hawley.  Mr.  Chairman  and  members  of  the  subcommittee, 
I  welcome  this  opportunity  to  testify  in  support  of  President  Clin- 
ton's request  to  renew  fast-track  procedures  to  conclude  the  Uru- 
guay round  of  multilateral  trade  negotiations.  I  am  director  of 
international  government  relations  for  Citicorp  and  Citibank.  I 
speak  today  on  behalf  of  the  Coalition  of  Service  Industries,  CSI, 
and  its  Financial  Services  Group,  the  FSG. 

CSI  represents  a  group  of  large  multinational  companies  engaged 
in  a  broad  spectrum  of  service  businesses.  It  was  established  to  ad- 
vance the  international  commercial  and  public  policy  interests  of 
the  service  sector  of  the  U.S.  economy.  The  Financial  Services 
Group  is  a  coalition  of  U.S.  banks,  insurance  companies,  diversified 
financial  firms,  and  their  industry  associations.  It  was  established 
by  the  CSI  to  secure  open  international  markets  for  the  U.S.  finan- 
cial services  sector. 

We  applaud  President  Clinton's  decision  to  pursue  with  Congress 
the  approval  of  legislation  to  conclude  the  Uruguay  round  of  multi- 
lateral trade  negotiations.  We  share  with  the  President  the  belief 
that  a  successful  round  "would  be  the  single  most  important  step 
we  can  take  to  open  foreign  markets  around  the  world  to  U.S.  man- 
ufactured goods,  agricultural  products,  and  services." 

The  member  companies  of  the  Coalition  of  Service  Industries 
have  been  steadfast  supporters  of  the  Uruguay  round  from  its  be- 
ginning. CSI  was  a  leading  advocate  of  putting  services  on  the  mul- 
tilateral trade  agenda  long  before  the  round  was  launched  in  1986. 

There  are  now  an  increasing  number  of  countries  who  have  be- 
come persuaded  of  the  importance  of  trade-liberalizing  services  and 
financial  services  agreements.  We  believe  the  prospects  for  progress 
warrant  continuation  of  the  negotiations.  Extension  of  fast-track 
authority  is  critical  to  the  ultimate  success  of  these  efforts. 

Our  standard  for  judging  the  services  agreement  has  always 
been  the  degree  to  which  it  assures  that  markets  will  be  open  for 
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all  service  providers  to  compete  on  a  fair  and  equitable  basis. 
Where  markets  are  open,  the  agreement  should  provide  assurances 
that  they  will  remain  so.  Where  market  obstacles  and  discrimina- 
tion exist,  the  agreement  should  reduce  or  eliminate  them. 

A  successful  Uruguay  round  agreement  would  greatly  enhance 
the  ability  of  U.S.  companies  to  sell  their  services  abroad.  Service 
industries  account  for  70  percent  of  U.S.  GDP  and  employ  at  least 
76  percent  of  the  labor  force.  They  also  play  a  critical  role  in  the 
U.S.  balance  of  trade:  the  1992  services  trade  balance  was  over  $59 
billion  in  surplus,  five  times  what  it  was  in  1988  and  growing  each 
quarter. 

The  Financial  Services  Group's  commitment  to  the  round  is 
based  on  the  belief  that  multilateral  liberalization  of  financial  serv- 
ices across  a  wide  range  of  commercially  important  industrial  and 
developing  countries  will  contribute  to  domestic  and  international 
growth.  If  the  United  States  is  unable  to  satisfy  this  objective,  it 
is  critical  that  the  agreement  prevent  countries  from  taking  advan- 
tage of  open  financial  services  markets  without  taking  steps  to 
open  theirs. 

Unfortunately,  the  current  Dunkel  text  does  not  provide  ade- 
quate protection  against  such  free-riders.  The  Financial  Services 
Group  is  working  with  the  U.S.  negotiators  to  improve  the  Dunkel 
text's  protection  against  free-riders.  Our  GATT  trading  partners  do 
not  share  the  U.S.  concern  about  the  free-rider  problem  and  are 
blocking  efforts  to  improve  the  Dunkel  text.  This  is  understandable 
since  many  of  them  would  like  to  maintain  access  to  the  U.S.  mar- 
ket without  eliminating  their  financial  service  barriers. 

In  conclusion,  I  want  to  strongly  emphasize  two  very  important 
points.  First,  our  support  for  the  final  agreement  will  depend  upon 
our  assessment  that  it  has  tangible  commercial  value  to  our  compa- 
nies. In  this  regard,  the  Financial  Services  Group's  support  for  the 
Uruguay  round  is  contingent  upon  the  United  States  achieving 
substantial  liberalization  across  a  wide  range  of  commercially  im- 
portant industrial  and  developing  countries  in  the  Uruguay  round 
or  effectively  preventing  free-riders  from  taking  advantage  of  the 
open  U.S.  market.  Second,  we  strongly  believe  that  the  Uruguay 
round  deserves  an  opportunity  for  successful  conclusion,  something 
which  will  only  be  possible  if  fast-track  procedures  are  extended. 

Thank  you. 

Chairman  Gibbons.  Mr.  Blackwelder. 

STATEMENT  OF  BRENT  BLACKWELDER,  VICE  PRESIDENT  FOR 
POLICY,  FRIENDS  OF  THE  EARTH,  USA,  AND  ALSO  ON  BE- 
HALF OF  COMMUNITY  NUTRITION  INSTITUTE;  EARTH  IS- 
LAND  INSTITUTE;  GOVERNMENT  ACCOUNTABILITY 
PROJECT,  HUMAN  SOCIETY  OF  THE  UNITED  STATES;  NA- 
TIONAL CONSUMERS  LEAGUE;  PUBLIC  CITIZEN;  AND  SIERRA 
CLUB 

Mr.  Blackwelder.  I  am  Brent  Blackwelder,  vice  president  for 
policy  at  Friends  of  the  Earth,  which  is  a  national  environmental 
organization.  We  have  member  organizations  in  51  countries 
around  the  world,  and  we  are  very  interested  in  all  of  the  trade  ne- 
gotiations. 

Our  testimony  can  be  summarized  in  three  parts: 
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First  of  all,  we  think  the  proposed  Uruguay  round  will  pro- 
foundly constrain  our  Nation's  ability  to  keep  existing  environ- 
mental and  social  laws  and  to  pass  new  and  innovative  environ- 
mental and  social  laws. 

Second  point:  The  Uruguay  round  appears  poised  to  create  a  new 
Bretton  Woods  institution  called  the  Multilateral  Trade  Organiza- 
tion. The  creation  of  a  new  partner  for  the  World  Bank  and  the 
International  Monetary  Fund  should  not  be  taken  lightly. 

Third,  fast  track  unnecessarily  ties  Congress'  hands  by  restrict- 
ing the  debate  to  just  20  hours  and  allowing  no  amendments.  This 
procedure  is  not  an  appropriate  way  for  Congress  to  pass  such  far- 
reaching  legislation  as  the  Uruguay  round. 

Let  me  get  into  detail,  then,  on  each  of  these  three  points.  On 
the  first  point,  in  the  early  years  of  GATT,  attention  focused  on 
tariffs  and  their  elimination.  Now,  however,  the  declining  tide  of 
tariff  barriers  is  revealing  what  international  trade  experts  are 
calling,  appropriately  enough,  nontariff  barriers.  The  most  obvious 
n  on  tariff  barrier  is  a  quota.  But  the  issue  extends  far  beyond  quo- 
tas to  include  the  whole  gamut  of  social  legislation  that  can  poten- 
tially affect  trade,  including  environmental  legislation. 

Already  U.S.  environmental  laws  are  under  attack  at  GATT. 
Most  notably,  a  GATT  panel  has  ruled  that  the  U.S.  Marine  Mam- 
mal Protection  Act,  which  is  designed  to  protect  dolphins  from 
being  slaughtered  while  tuna  is  harvested,  is  illegal  under  the 
rules  of  world  trade.  The  GATT  panel  found  that  it  is  unfair  for 
countries  to  discriminate  among  products  based  on  how  they  are 
produced.  The  only  discrimination  that  is  allowed  is  based  upon 
qualities  inherent  in  the  product  itself.  In  the  logic  of  GATT, 
though  a  product  may  quite  literally  cost  the  earth,  we  cannot  keep 
the  import  out. 

The  ruling  on  the  Marine  Mammal  Protection  Act  is  not  an  iso- 
lated incident.  It  is  part  of  a  broad  challenge  of  U.S.  legislation  al- 
ready under  way  in  the  name  of  free  trade.  We  strongly  encourage 
this  committee  to  examine  the  European  Community's  report  enti- 
tled "United  States  Trade  Barriers  and  Unfair  Practices." 

It  is  this  91-page  report  I  have  here  in  my  hand.  It  surveys  a 
broad  range  of  U.S.  policies  considered  by  the  European  Commu- 
nity to  be  unfair  barriers  to  trade.  The  report  is  used  "as  a  means 
of  identifying  problems  of  access  to  U.S.  markets  *  *  *  [and  is]  a 
useful  tool  for  focusing  dialog  and  negotiations  on  the  elimination 
of  the  obstacles  inhibiting  the  free  flow  of  trade  and  investment." 
In  other  words,  we  think  this  is  a  hit  list  on  environmental  laws. 

The  report  also  singles  out  environmental  tax  policies  that  pro- 
mote conservation  as  barriers  because  of  their  discriminatory  im- 
pact. For  example,  the  corporate  average  fuel  economy  standards, 
better  known  as  CAFE,  which  require  that  the  fuel  economy  for  do- 
mestic and  import  fleets  average  27.5  miles  a  gallon,  and  the  gas 
guzzler  tax,  which  taxes  passenger  vehicles  that  meet  less  than 
22.5  miles  per  gallon,  are  two  of  the  tax  laws  that  promote  the  pro- 
duction of  more  fuel-efficient  cars.  The  European  Community  is  re- 
questing a  GATT  panel  to  declare  that  the  CAFE  standards,  the 
gas  guzzler  tax,  and  the  luxury  tax  "are  incompatible"  with  GATT 
rules.  The  GATT  panel  is  expected  to  meet  in  mid-May. 
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There  are  other  environmental  laws  which  we  list  in  our  testi- 
mony on  the  third  page.  For  example,  California's  Safe  Drinking 
Water  and  Toxic  Enforcement  Act,  Proposition  65,  or  the  High  Seas 
Driftnet  Fisheries  Enforcement  Act  of  1992,  which  attempts  to  curb 
driftnet  fishing  by  listing  and  ultimately  banning  the  import  of 
fishery  products  from  nations  that  continue  this  disastrous  and  to- 
tally destructive  practice.  Although  the  ban  will  not  be  enforced 
until  January  1994,  the  European  Community  is  concerned  that 
member  states  will  be  "faced  with  an  embargo  at  a  later  date." 

Not  only  is  the  environment  attacked,  but  a  whole  range  of  social 
legislation  from  small  business  set-asides  to  pesticide  residue 
standards  is  also  targeted.  In  short,  any  law  or  regulation  that  may 
have  an  effect  on  another  country's  ability  to  export  to  or  invest  in 
the  United  States  may  be  challenged. 

The  next  point,  the  Uruguay  round  will  increase  the  ability  of 
trading  partners  to  challenge  existing  and  future  laws.  The  pro- 
posed Uruguay  round  text  is  designed  to  strengthen  the  hands  of 
those  who  would  challenge  laws  as  unfair  trade  practices.  In  par- 
ticular, the  sections  of  sanitary  and  phytosanitary  standards  and 
on  technical  barriers  to  trade  will  open  up  environmental  and 
consumer  laws  to  challenges  from  our  trading  partners.  Both  sec- 
tions strongly  promote  the  concept  of  harmonization,  that  countries 
should  accept  internationally  agreed  standards  for  food  and  product 
safety. 

Standards  that  exceed  these  international  normals — and  many 
U.S.  standards  already  do — are  presumed  to  be  unfair  trade  prac- 
tices unless  they  can  pass  through  a  series  of  further  hoops. 

Already  congressional  decisions  are  being  second-guessed  by 
GATT.  With  the  coming  Uruguay  round,  the  ability  of  our  trading 
partners  to  challenge  our  laws  will  become  even  greater.  We  realize 
that  all  treaties  and  international  agreements  imply  some  con- 
straint on  sovereignty,  but  as  the  international  trading  regime  be- 
gins trying  to  dismantle  nontariff  barriers,  the  amount  of  sov- 
ereignty that  Congress  may  well  give  away  is  enormous.  It  is,  in 
our  view,  exceedingly  unwise  to  cede  such  powers  with  only  cursory 
examination  and  inability  to  amend  that  fast  track  will  require. 

A  second  basic  point  of  our  testimony,  the  creation  of  the  Multi- 
lateral Trade  Organization.  Two  years  ago,  when  we  initially  voiced 
opposition  to  fast  track,  our  concerns  were  primarily  directed  to- 
ward the  concerns  I  have  just  cited  to  you.  Since  then,  however,  the 
idea  of  creating  a  multilateral  trade  organization  has  emerged  in 
Geneva. 

At  this  stage  of  the  negotiations,  the  shape  of  the  final  product 
is  quite  unclear.  The  United  States  has  been  pushing  to  create  a 
very  limited  organization  that  would  do  relatively  Tittle  beyond 
strengthening  the  current  GATT  rules.  However,  the  Europeans 
are  pushing  for  a  far  more  substantial  international  body  which 
coula  have  a  stature  similar  to  that  of  the  World  Bank  or  the  IMF. 

If  such  an  organization  does  come  out  of  the  Uruguay  round,  it 
will  be  the  first  major  Bretton  Woods  institution  to  be  created  since 
the  U.N.  Conference  on  Environment  and  Development.  If  created, 
it  should,  in  our  view,  promote  environmentally  sustainable  devel- 
opment in  all  countries.  It  should  have  the  mandate  and  the  ana- 
lytic capacity  to  assess  environmental  effects  of  trade  and  different 
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trade  policies.  It  should  have  the  breadth  of  knowledge  to  explore 
long-term  social  impacts  of  trade  policies.  It  should  be  publicly  ac- 
countable and  grant  citizens  access  to  its  information. 

Unfortunately,  there  will  be  no  way  to  ensure  that  this  institu- 
tion lives  up  to  such  ideals  under  fast  track.  Instead,  Congress  will 
simply  have  to  accept  or  reject  the  institution  as  part  of  the  bundle 
that  includes  the  rest  of  the  Uruguay  round. 

Mr.  Chairman,  we  have  one  other  point,  which  is  that  fast  track 
ties  Congress'  hands. 

Supporters  of  the  fast  track  argue  that  it  will  be  impossible  to 
pass  a  GAIT  without  a  fast  track.  We  would  like  to  point  out,  how- 
ever, that  in  20  years  since  President  Nixon  was  first  given  fast- 
track  authority,  Congress  has  approved  89  multilateral  agreements 
on  complex  and  controversial  topics,  including  arms  control,  taxes, 
trade,  and  the  environment,  without  any  fast-track  procedure.  We 
have  appended  such  a  list  of  agreements  on  the  last  two  pages  of 
our  testimony,  and  I  think  you  can  see  from  that  list  how  diverse 
those  agreements  are. 

To  conclude,  citizens  want  assurances  that  environmental, 
health,  and  safety  laws  will  be  protected  in  trade  agreements  and 
see  Congress  as  the  body  that  must  safeguard  our  interests.  Given 
the  growing  intersection  and  integration  of  social  issues  in  trade 
policy,  abdicating  power  to  the  fast-track  procedures  seems  unwise 
if  Congress  is  to  ensure  that  environmental,  health,  and  safety 
laws  will  not  be  jeopardized. 

Thank  you  very  much  for  the  opportunity  to  testify. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF  BRENT  BLACKWELDER 
FRIENDS  OF  THE  EARTH,  USA 


Mr.  Chairman,  Members  of  the  Subcommittee: 

I  am  Brent  Blackwelder,  Vice  President  for  Policy  at  Friends 
of  the  Earth,  USA.  Founded  in  1969,  Friends  of  the  Earth  is  a 
national,  nonprofit  environmental  organization  with  50,000  members 
and  supporters.  We  have  affiliated  organizations  in  51  countries 
and  work  on  a  wide  range  of  national  and  international 
environmental  issues. 

He  appreciate  the  opportunity  to  share  our  views  on  the 
extension  of  'fast-track'  authority  to  the  Uruguay  Round  of  GATT. 
We  opposed  granting  this  authority  to  the  previous  administration 
and  we  oppose  extending  it  to  this  administration  for  the  Uruguay 
Round  of  GATT  as  well. 

Our  testimony  and  explanation  of  our  opposition  to  Fast-track 
is  summarized  as  follows: 

I.  The  proposed  Uruguay  Round  will  profoundly  constrain  our 
nation's  ability: 

a)  to  keep  existing  environmental  and  social  laws;  and 

b)  to  pass  new  and  innovative  environmental  and  social  laws. 

II.  The  Uruguay  Round  appears  poised  to  create  a  new  Bretton  Woods 
institution  —  the  Multilateral  Trade  Organization.  The  creation 
of  a  new  partner  for  the  World  Bank  and  International  Monetary  Fund 
should  not  be  taken  lightly. 

III.  'Fast-track'  unnecessarily  ties  Congress'  hands  by  restricting 
debate  to  just  20  hours  and  allowing  no  amendments.  This  procedure 
is  not  an  appropriate  way  for  Congress  to  pass  such  far-reaching 
legislation  as  the  Uruguay  Round. 


I.  The  Proposed  Uruguay  Round  Will  Profoundly  constrain  Our 
Nation's  Ability  to  Keep  Existing  Environmental  and  Social  Laws, 
and  to  Pass  Mew  and  Innovative  Environmental  and  social  Laws. 

a)  Existing  Laws  May  be  Challenged  as  Unfair  Trade 
Practices: 

In  the  early  years  of  the  GATT,  attention  focussed  on  tariffs 
and  their  elimination.  Now,  however,  the  declining  tide  of  tariff 
barriers  is  revealing  what  international  trade  experts  are  calling, 
appropriately  enough,  'non-tariff  barriers.  The  most  obvious  non- 
tariff  barrier  is  a  quota.  But  the  issue  extends  far  beyond  quotas 
to  include  the  whole  gamut  of  social  legislation  that  can 
potentially  affect  trade  —  including  environmental  legislation. 
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Already  U.S.  environmental  laws  are  under  attack  at  the  GATT. 
Most  notably,  a  GATT  panel  has  ruled  that  the  U.S.  Marine  Mammal 
Protection  Act,  which  is  designed  to  protect  dolphins  from  being 
slaughtered  while  tuna  is  harvested,  is  illegal  under  the  rules  of 
world  trade.  The  GATT  panel  found  that  it  is  unfair  for  countries 
to  discriminate  among  products  based  on  how  they  are  produced.  The 
only  discrimination  that  is  allowed  is  based  upon  qualities 
inherent  in  the  product  itself.  In  the  logic  of  the  GATT,  though 
a  product  may  quite  literally  'cost  the  earth',  we  cannot  keep  the 
import  out. 

The  MMPA  ruling  is  not  an  isolated  incident.  It  is  part  of  a 
broad  challenge  of  U.S.  legislation  already  under  way  in  the  name 
of  'free  trade'.  We  strongly  encourage  the  Committee  to  examine 
the  E.C. 's  report  entitled  "United  States  Trade  Barriers  and  Unfair 
Practices. " 

This  91  page  report  surveys  a  broad  range  of  U.S.  policies 
considered  by  the  European  Community  to  be  unfair  barriers  to 
trade.  The  report  is  used  "as  a  means  of  identifying  problems  of 
access  to  U.S.  markets  ...  [and  is]  a  useful  tool  for  focusing 
dialogue  and  negotiations  on  the  elimination  of  the  obstacles 
inhibiting  the  free  flow  of  trade  and  investment".  In  other  words 
it  is  a  hit  list. 

While  the  report  covers  issues  from  government  procurement 
policies  to  investment  rules,  environmental  laws  are  also 
targeted.  For  example,  the  report  criticizes  the  extraterritorial 
reach  of  US  legislation  which  impacts  trade  and  lists  the  Marine 
Mammal  Protection  Act  as  such  a  law.  According  to  the  report, 
"trade  and  investment  may  seriously  be  hampered"  by  the 
extraterritorial  reach  of  these  laws. 

The  report  also  singles  out  environmental  tax  policies  that 
promote  conservation,  as  barriers  because  of  their  discriminatory 
impact.  The  Corporate  Average  Fuel  Economy  (CAFE)  standards,  which 
requires  that  the  fuel  economy  for  domestic  and  import  fleets 
average  27.5  mpg,  and  the  gas  guzzler  tax,  which  taxes  passenger 
vehicles  that  meet  less  than  22.5  mpg,  are  two  of  the  tax  laws  that 
promote  the  production  of  more  fuel  efficient  cars.  The  European 
Community  has  requested  a  GATT  panel  to  declare  that  CAFE 
standards,  the  gas  guzzler  tax  and  the  luxury  tax  "are 
incompatible"  with  GATT  rules.  The  GATT  panel  is  expected  to  meet 
on  May  11th. 

The  major  environmental  targets  of  the  EC  report  are: 

—  Corporate  Average  Fuel  Economy  (CAFE)  standards,  which 
have  doubled  the  gas  mileage  performance  of  the  U.S. 
automotive  fleet  since  1978.  The  Europeans  claim  that 
standards  are  biased  towards  full-line  manufacturers 
(domestic)  and  limited  line  manufacturers  that  produce 
mostly  small  vehicles  (e.g.  Japanese  manufacturers) 
because  European  cars  do  not  meet  the  fleet  average  of 
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27.5  mpg.  Thus,  the  only  CAFE  penalties  that  have  been 
paid  have  been  paid  by  European  manufacturers. 

—  Gas  Guzzler  Tax,  which  taxes  passenger  cars  that  meet 
less  than  22.5  mpg  and  promotes  sales  of  efficient  cars. 
The  EC  is  concerned  with  the  cut-off  point  of  22.5  mpg 
and  that  the  rate  "is  not  founded  on  any  reasonable  or 
objective  criterion  and  leads  to  discrimination  against 
imported  cars",  or  more  notably  against  European  cars  as 
80%  of  the  gas  guzzler  tax  falls  on  Europe. 

— California's  Safe  Drinking  and  Water  Toxic  Enforcement 
Act  (Proposition  65) ,  which  requires  a  warning  label  on 
all  products  containing  substances  known  to  cause  birth 
defects  or  reproductive  harm,  including  lead.  Compliance 
with  Proposition  65  has  meant  that  European  manufacturers 
or  ceramic  ware  are  having  to  finance  a  $1  million  lead 
safety  information  campaign.  The  EC  is  also  concerned 
that  as  of  July,  1993,  California  will  impose  stricter 
standards  by  repealing  exemptions  for  food,  drug, 
cosmetic  and  medical  device  products. 

—  The  Marine  Mammal  Protection  Act  (MMPA) ,  which 
promotes  the  sale  of  'dolphin  safe'  tuna  to  U.S. 
consumers.  The  law  was  already  challenged  and  ruled 
against  in  the  GATT.  The  EC  is  currently  mounting  a 
second  case,  Tuna-Dolphin  II,  and  has  requested  the 
establishment  of  its  own  panel  to  challenge  the  MMPA. 
The  EC  is  concerned  with  U.S. 's  "reluctance  ...  to  accept 
GATT  panel  rulings  (as  in  the  MMPA  case)",  since  the  US 
has  not  changed  the  MMPA  and  continues  to  enforce  it. 
The  EC  "is  against  measures  which  are  both  unilateral  in 
nature  and  have  elements  of  extraterritoriality",  like 
the  MMPA. 

—  The  High  Seas  Driftnet  Fisheries  Enforcement  Act  of 
1992,  which  attempts  to  curb  driftnet  fishing,  by  listing 
and  ultimately  banning  the  import  of  fishery  products 
from  nations  that  continue  the  practice.  Although  the 
ban  will  not  be  enforced  until  January,  1994,  the  EC  is 
concerned  that  Member  States  will  be  "faced  with  an 
embargo  at  a  later  date". 

Not  only  is  environment  attacked,  but  a  whole  range  of  social 
legislation  from  small  business  set-asides  to  pesticide  residue 
standards  is  also  targeted.  In  short,  any  law  or  regulation  that 
may  have  an  effect  on  another  country's  ability  to  export  to,  or 
invest  in,  the  United  States  may  be  challenged.  Laws  which  seek  to 
use  trade  as  tool  to  change  foreign  environmental  practices  are 
priorities  for  removal.  So  too  are  state  or  local  regulations  that 
may  be  stricter  than  national  ones. 

B)  The  Uruguay  Round  Will  Increase  the  Ability  of  Trading  Partners 
to  Challenge  Existing  and  Future  U.S.  Laws 
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The  proposed  Uruguay  Round  text  is  designed  to  strengthen  the 
hands  of  those  who  would  challenge  laws  as  unfair  trade  practices. 
In  particular,  the  sections  on  Sanitary  and  Phyto-sanitary 
Standards  and  on  Technical  Barriers  to  Trade  will  open  up 
environmental  and  consumer  laws  to  challenges  from  our  trading 
partners.  Both  sections  strongly  promote  the  concept  of 
'harmonization',  i.e.  that  countries  should  accept  internationally- 
agreed  standards  for  food  and  product  safety. 

In  the  case  of  food  safety  the  Codex  Alimentarius  becomes  the 
reference  standard.  Standards  that  exceed  these  international 
norms,  and  many  existing  U.S.  standards  already  do,  are  presumed  to 
be  unfair  trade  practices  unless  they  can  pass  through  a  series  of 
further  hoops.  Among  the  most  disturbing  hoops  in  the  current  GATT 
draft  Final  Act  is  the  concept  of  'consistency'  i.e.  all  regulation 
should  be  consistent  in  its  approach  to  risk.  U.S.  regulation, 
however,  varies  widely  in  its  approach  to  risk.  For  example,  the 
Delaney  Clause  sets  a  zero  risk  standard  for  food  additives  that 
cause  cancer.  Carcinogenic  pesticide  residue  standards  in  foods 
are  set  at  tolerances  that  allow  one  additional  death  per  million. 
Food  tolerances  for  mutagenic,  genotoxic  and  hazardous  chemicals 
are  set  at  various  levels  e.g.  10  times  or  100  times  the  threshold 
of  visible  injury.  Consistency  under  these  conditions  and  across 
these  products  holds  the  potential  for  wholesale  challenges  of 
entire  regulatory  regimes.   Such  risks  should  not  be  taken. 

Already  Congressional  decisions  are  being  second-guessed  by 
the  GATT.  With  the  coming  Uruguay  Round,  the  ability  of  our 
trading  partners  to  challenge  our  laws  will  become  even  greater. 
We  realize  that  all  treaties  and  international  agreements  imply 
some  constraint  on  sovereignty,  but,  as  the  international  trading 
regime  begins  trying  to  dismantle  'non-tariff  barriers,  the  amount 
of  sovereignty  that  Congress  may  well  give  up  is  enormous.  It  is, 
in  our  view,  exceedingly  unwise  to  cede  such  powers  with  only  the 
cursory  examination  and  inability  to  amend  that  'Fast-track' 
requires. 

II.  The  Potential  Creation  of  a  Multilateral  Trade  Organization 
(MTO) ,  is  a  major  world  policy  development. 

Two  years  ago  when  we  initially  voiced  opposition  to  Fast- 
track,  our  concerns  were  primarily  those  outlined  in  the  section 
above.  Since  then,  however,  the  idea  of  creating  a  Multilateral 
Trade  Organization  (MTO)  has  emerged  in  the  Geneva  GATT 
negotiations. 

At  this  stage  of  the  negotiations,  the  shape  of  the  final 
product  is  quite  unclear.  The  U.S.  has  been  pushing  to  create  a 
very  limited  organization  that  would  do  relatively  little  beyond 
strengthening  the  current  GATT  rules.  The  Europeans,  however,  are 
pushing  for  a  more  substantial  international  body,  which  could  have 
a  stature  similar  to  that  of  the  World  Bank  and  IMF. 

If  an  MTO  does  come  out  of  the  Uruguay  Round,  it  will  be  the 
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first  major  Bretton  Woods  Institution  to  be  created  since  the  UN 
Conference  on  Environment  and  Development.  If  created,  it  should, 
in  our  view,  promote  environmentally  sustainable  development  in  all 
countries.  It  should  have  the  mandate  and  the  analytic  capacity  to 
assess  the  environmental  effects  of  trade  and  different  trade 
policies.  It  should  have  the  breadth  of  knowledge  to  explore  long 
term  social  impacts  of  trade  policies.  It  should  be  publicly 
accountable  and  grant  citizens  access  to  its  information. 

Unfortunately,  there  will  be  no  way  to  insure  that  this 
institution  lives  up  to  such  ideals  under  'Fast-track1.  Instead, 
Congress  will  simply  have  to  accept  or  reject  the  institution  as  a 
part  of  the  bundle  that  includes  the  rest  of  the  Uruguay  Round. 

Mr.  Chairman,  we  believe  this  negotiation  is  far  too  important 
to  be  handled  under  'Fast-track1.  We  have  appended  a  list  of  major 
international  conventions  and  treaties,  none  of  which  have  been 
created  under  'Fast-track1. 

III.  'Fast-track'  Ties  Congress's  Hands 

We  oppose  Fast-track  because  it  restricts  the  powers  of 
Congress.  Under  Fast-track,  Congress  is  restricted  to  a  yes-or-no 
vote  on  the  entire  package  of  enabling  legislation  for  GATT,  with 
no  ability  for  amendment.  Furthermore,  the  time  allowed  for  debate 
of  GATT  would  also  be  restricted  to  no  more  than  20  hours  on  the 
floor  and  the  bill  must  be  voted  on  within  60  days  of  introduction. 

Supporters  of  Fast-track  argue  that  it  would  be  impossible  to 
pass  a  GATT  without  fast  track.  In  the  twenty  years  since 
President  Nixon  was  first  given  fast  track  authority,  Congress  has 
approved  89  multilateral  agreements  on  complex  and  controversial 
topics,  including  arms  control,  taxes,  trade  and  the  environment  - 
without  any  fast  track  procedure.  We  have  appended  a  list  of  such 
agreements.  Amendments  to  international  agreements  do  not  pose  a 
problem  if  the  Administration  has  done  a  good  job  of  consulting 
with  Congress  and  honoring  Congressional  directives. 

The  increase  in  awareness  around  the  impacts  of  the  North 
American  Free  Trade  Agreement  (NAFTA)  has  resulted  in  a  higher 
level  of  education  among  the  public  about  trade  and  the 
environment.  Citizens  want  assurances  that  environmental,  health 
and  safety  laws  will  be  protected  in  trade  agreements  and  see 
Congress  as  the  body  that  must  safeguard  their  interests.  Given 
the  growing  intersection  and  integration  of  social  issues  and  trade 
policy,  abdicating  power  to  the  Fast-track  procedure  seems  unwise 
if  Congress  is  to  ensure  that  environmental,  health  and  safety  laws 
will  not  be  jeopardized. 

Thank  you.   I  am  now  ready  for  guest ions. 
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TRADE  AND  THE  ENVIRONMENT  SERIES  FACT  SHEET  #4 


GATT  RULES  U.S.  LAW  AS  TRADE  BARRIER 
The  Marine  Mammal  Protection  Act  Tuna-Dolphin  Case 


BACKGROUND-The  Creation  of  the  Marine  Mammal  Protection  Act 

In  the  early  1970's,  more  than  400,000  dolphins  died  annually  at  the  hands  of  U.S.  fishermen  in  the 
Eastern  Tropical  Pacific'  because  of  "purse-seine"  fishing  techniques.  This  was  a  result  of  the  unique 
relationship  between  dolphins  and  tuna  in  the  Eastern  Tropical  Pacific  where  the  tuna  tend  to  school 
just  below  surface-swimming  dolphin  pods.  This  behavior  has  led  to  fishing  techniques  called  "setting 
on  dolphins"  in  which  fishermen  purposely  encircle  pods  of  dolphins  in  order  to  catch  the  tuna  below. 
While  effective  for  catching  tuna,  this  fishing  technique  also  entangles  and  drowns  many  dolphins--a 
process  called  "incidental  kill."  To  combat  this  problem,  the  1972  Marine  Mammal  Protection  Act 
(MMPA)  was  enacted. 

The  MMPA  bans  the  taking  or  import  of  marine  mammals  and  marine  mammal  products  except  in 
certain  limited  circumstances.  The  goal  is  to  reduce  the  incidental  kill  or  serious  injury  of  marine 
mammals  permitted  in  the  course  of  commercial  fishing  operations  to  insignificant  levels  approaching 
a  zero  mortality  and  serious  injury  rate.   Amendments  to  the  Act  in  1984  and  1988  require  a  ban  on 
imports  of  tuna  caught  with  purse-seine  nets  in  the  Eastern  Tropical  Pacific  unless  the  country 
involved  has  a  dolphin  protection  program  and  a  dolphin  take-rate  comparable  to  that  of  the  United 
States  (the  MMPA  allows  for  the  incidental  killing  of  up  to  20,500  dolphins  each  year  by  the  U.S. 
fleet).   Comparable  dolphin  mortality  rates  for  foreign  fleets  were  set  at  a  level  of  no  more  than  125% 
of  the  actual  incidental  killing  rate  of  the  U.S.  fleet  in  any  given  year. 

THE  CASE-Mexico  Challenges  the  MMPA  under  GATT 

On  January  25,  1991,  Mexico  appealed  to  the  GATT  in  protest  of  MMPA-based  U.S.  import  bans  of 
yellowfin  tuna  from  Mexico,  Ecuador,  Panama,  Vanuatu,  and  Venezuela.   Mexico  argued  that  the 
MMPA  violated  GATT  Article  XI  (which  outlaws  quantitative  restrictions  on  imports).  The  U.S. 
argued  that  the  measure  was  an  internal  regulation  enforceable  under  Article  III  (which  requires 
national  treatment).  The  U.S.  further  argued  that  the  bans  were  admissible  under  Article  XX 
exemptions  which  allow  measures  "necessary  to  protect  human,  animal,  or  plant  life  or  health. ..[and/or] 
relating  to  the  conservation  of  exhaustible  natural  resources  if  such  measures  are  made  effective  in 
conjunction  with  restrictions  on  domestic  production  or  consumption." 

PANEL  FINDINGS-GATT  Panel  Rules  Against  U.S.  MMPA 

On  August  16,  1991,  the  Panel  issued  an  opinion  upholding  Mexico's  challenge  to  the 
embargo,  stating  that  it  did,  in  fact,  violate  GATT  and  constitute  a  "quantitative  restriction"  on 
imports. 

It  disallowed  the  American  "national  treatment"  argument,  finding  that  Article  III  requires  a 
comparison  between  products  of  the  exporting  and  importing  countries,  not  the  production 
regulations  of  the  two  countries  which  have  no  effect  on  the  product.  The  panel  concluded  that: 


'   The  Eastern  Tropical  Pacific  is  defined,  for  purposes  of  the  MMPA.  as  a  five  10  seven  million  square  mile  area  of  ocean  slrelching  from 
Southern  California  to  Chile  and  extending  westward  from  the  coastline  for  nearly  3,000  miles. 
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Article  111:4... obliges  the  United  States  to  accord  treatment  to 
Mexican  tuna  no  less  favourable  than  accorded  to  United  States 
tuna,  whether  or  not  the  incidental  taking  of  dolphins  by 
Mexican  vessels  corresponds  to  that  of  United  States  vessels 
(emphasis  added). 

With  this  decision,  the  GATT  panel  rejected  the  U.S.'s  final  defense  of  the  embargo  (Article 
XX  exemption  status),  ruling  that  the  U.S.  was  not  allowed  to  protect  humans,  animals,  or 
plants  found  in  international  waters  outside  its  jurisdiction.  This  decision  is  precedent-setting 
as  it  is  a  very  narrow  reading  of  the  Article  XX  exemptions  which,  as  written,  do  not 
explicitly  allow  for  national  measures  to  protect  the  global  commons. 

The  GATT  Panel  decision  has  not  been  adopted  by  the  GATT  General  Assembly  and 
the  bans  remain  in  place  today.   Mexico  seems  unwilling  to  jeopardize  the  North  American 
Free  Trade  Agreement  by  requesting  enforcement  of  the  "tuna/dolphin"  ruling.   Despite  this, 
progress  has  been  made.  In  1992,  a  ban  of  purse-seine  fishing  in  the  Eastern  Tropical  Pacific 
was  negotiated  between  the  United  States,  Mexico,  Venezuela,  and  Vanuatu,  but  not  all 
countries  are  abiding  by  this  ban.   Until  all  nations  regulate  their  fleets  effectively,  strict 
import  bans  are  the  only  way  to  enforce  protection  of  the  marine  mammals  which  lie  outside 
the  jurisdiction  of  national  laws. 

IMPLICATIONS-Many  U.S.  Environmental  Laws  Threatened 

The  repercussions  of  such  a  ruling  are  tremendous.   Paramount  is  the  fact  that  the 
GATT  ruling  exposes  many  other  U.S.  environmental  laws  to  challenge.   It  states  that  it  is 
trade-illegal  to  discriminate  against  products  based  on  production  methods,  which  means  many 
U.S.  environmental  laws  conflict  with  trade  rules  (examples  include  the  High  Seas  Driftnet 
Fisheries  Enforcement  Act  of  1992,  the  Sea  Turtles  Act,  and  the  African  Elephant 
Conservation  Act).  These  laws  face  challenges  and  potential  overruling  based  upon  the  tuna- 
dolphin  precedent. 

Further,  this  ruling  declares  that  environmental  laws  cannot  be  applied  beyond  national 
boundaries.  Environmental  issues  are  global  in  nature  and  often  require  global  protection,  as 
the  "tuna/dolphin"  issue  exemplifies.  The  MMPA  has  been  very  successful  in  slowing  the 
dolphin  mortality  rates  from  U.S.  commercial  fishing.   Last  year,  only  5,100  dolphins  died 
from  U.S.  fishing  in  the  Eastern  Tropical  Pacific.   Unfortunately,  other  nations  have  acted  less 
responsibly.  Today,  foreign  boats  account  for  over  95%  of  the  dolphins  killed  in  the  Eastern 
Tropical  Pacific,  a  number  estimated  at  over  100,000. 

Lastly,  the  Panel  decision  may  create  additional  domestic  pressure  on  U.S. 
environmental  laws.   If  the  bans  remain  outlawed,  the  MMPA  (and  American  environmental 
laws  in  general)  become  drains  on  U.S.  competitiveness.   Importing  nations  would  receive  a 
de  facto  subsidy  to  import  tuna  into  the  U.S.  because  they  need  not  meet  the  same  standards 
as  American  fishermen.  This  could  lead  to  the  lowering  of  American  environmental  standards 
in  order  to  compete. 

The  GATT  rejection  of  the  MMPA  demonstrates  the  environmental  shortcomings  of 
current  international  trade  law.   If  such  laws  are  ruled  as  unfair  trade  practices,  then  the  stage 
is  set  for  a  world  in  which  no  country  can  step  forward  and  use  trade  measures  both  to  lessen 
its  responsibility  for  destruction  of  common  global  resources  and  to  prod  other  countries  to 
take  similar  actions. 

For  more  information  about  trade  and  the  environment,  contact: 

•  Alex  Hitlle  (202)  543-4992 

•  Andrea  Durbin  (202)  544-2600,  ext.  209 
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MULTILATERAL  AGREEMENTS 
PASSED  WITHOUT  FAST  TRACK 


A  CHRONOLOGICAL  LIST  OF  TREATIES, 
CONVENTIONS  AND  AGREEMENTS  , 
APPROVED  AND  RATIFIED  SINCE  I9601 


NUMBER OF 
AGREEMENT                                                   COUNTRIES 

ISSUE 
AREA 

RATIFICATION 
ADVISED 

FAST 
TRACK 

Antarctic  Treaty 

37 

A 

8-10-60 

NO 

Atmospheric  Test  Ban  Treaty 

116 

A 

9-24-63 

NO 

Outer  Space  Treaty 

98 

A 

4-25-67 

NO 

Non-proliferation  Treaty 

140 

A 

3-13-69 

NO 

Latin  American  Nuclear-free  Zone 
Protocol  II 

5 

A 

4-19-71 

NO 

Seabed  Arms  Control  Treaty 

86 

A 

2-15-72 

NO 

International  Trade  in  Endangered 
Species  Convention 

106 

E 

8-3-73 

NO 

Biological  Weapons  Convention 

107 

A 

12-16-74 

NO 

Convention  for  Safety  of  Life  at  Sea 

70 

T 

7-12-78 

NO 

Environmental  Modification 
Convention 

60 

E 

11-28-79 

NO 

Psychotropic  Substances  Convention 

91 

L 

3-20-80 

NO 

Fur  Seal  Treaty 

4 

E 

6-11-81 

NO 

Latin  American  Nuclear-free  Zone 
Protocol  I 

3 

A 

11-13-81 

NO 

International  Coffee  Agreement 

76 

T 

6-29-83 

NO 

Customs  Harmonization  Convention 

47 

T 

6-21-83 

NO 

Nice  Trademark  Agreement 

28 

T 

11-27-83 

NO 

International  Telecommunications 

Agreement  144  T  12-16-85  NO 
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Wetlands  Convention 

49 

E 

10-9-86 

NO 

Pacific  Island  States  Fisheries  Treaty 

16 

T 

11-6-87 

NO 

Ship  Pollution  Convention  Annex  V 

41 

E 

11-5-87 

NO 

International  Wheat  Agreement 

46 

T 

11-17-87 

NO 

International  Labor  Organization 
Convention  no.  144 

44 

W 

2-1-88 

NO 

Ozone  Treaty 

31 

E 

3-14-88 

NO 

International  Natural  Rubber 
Agreement 

25 

T 

9-7-88 

NO 

Berne  Copyright  Convention 

84 

T 

10-20-88 

NO 

NOTES: 


1    Selected  list  of  multilateral  agreements. 


KEYDEHNTTIONS 

AGREEMENT  also  includes  international  conventions  and  protocols  to  agreements. 

NUMBER  OF  COUNTRIES  refers  to  number  of  countries  which  have  signed  and  ratified 
agreement 

ISSUE  AREA  refers  to  general  subject  of  agreement;  A=Arms  control,  E=Environment  and 
conservation.  H=Huroan  rights,  L=Law  enforcement,  T=Trade  and  commerce,  W=Worker  rights. 

RATIFICATION  ADVISED  refers  to  date  on  which  Senate  approved  treaty.  The  Senate  cannot 
ratify  treaties;  it  can  only  recommend  to  the  President  that  he  ratify  them.  Approval  of  a  treaty 
requires  a  2/3  majority  of  the  Senate. 


SOURCES: 

Arms  Control  and  Disarmament  Agreements:  Texts  and  Histories  of  the  Negotiations,  U.S.  Arms 
Control  and  Disarmament  Agency,  1990  Edition;  Treaties  in  Force:  A  List  of  Treaties  and 
Other  International  Agreements  of  the  United  States  in  Force  on  January  1, 1990,  U.S. 
Department  of  State,  1990  Edition;  Congressional  Quarterly  Almanac,  Congressional  Quarterly 
Inc.,  1966-1990  eds. 


65 

Chairman  Gibbons.  Thank  you,  sir. 

Mr.  Regan,  I  appreciate  the  detail  in  which  you  have  presented 
your  paper  here,  and  I  notice  that  you  have  a  list  of  principal  defi- 
ciencies in  the  Dunkel  draft.  And  I  am  not  here  to  defend  the 
Dunkel  draft.  It  is  just  a  draft. 

But  I  think  my  observation  is  kind  of  limited  to  this:  This  nego- 
tiation has  now  been  going  on  for  6  or  7  years,  and  we  haven't  been 
able  to  reach  a  consensus.  It  seems  to  me  that  what  we  have  got 
to  do  is  sit  down  someplace  along  the  way  and  say,  Is  what  we 
have  agreed  to,  say  the  Dunkel  text,  is  it  better  than  the  status 
quo?  If  we  face  tne  prospect  of  having  to  accept  or  reject  the 
Dunkel  text,  is  the  Dunkel  text  better  than  the  status  quo? 

Mr.  Regan.  At  this  point  it  is  incomplete,  so  it  is  hard  to  give 
you  a  complete  answer.  It  doesn't  have  the  market  access  provi- 
sions in  it.  But  as  it  stands  right  now,  it  is  unacceptable  and  it  is 
less  than  the  status  quo. 

Chairman  Gibbons.  So  you  think  the  Dunkel  text  is  a  step  back- 
ward from  the  status  quo? 

Mr.  Regan.  That  is  right. 

Chairman  Gibbons.  Despite  the  fact  that  we  have  brought  agri- 
culture under  some  kind  of  regulation,  we  have  brought  intellectual 
property  under  some  kind  of  regulation,  we  have  brought  services 
under  some  kind  of  regulation,  we  have  brought  the  whole  area  of 
investments  under  some  kind  of  regulation,  it  is  the  opinion  of  the 
Chamber  of  Commerce  that  that  is  not  better  than  what  we  have 
now? 

Mr.  Regan.  Well,  I  guess  you  have  to  take  a  look  at  the  balance 
of  the  package.  My  understanding  is  that  the  agricultural  agree- 
ment is  not  agreed  to.  It  is  a  substantial  improvement,  there  is  no 
question.  But  as  a  practical  matter,  there  are  some  major  conces- 
sions made  by  the  United  States  in  that  current  text — concessions 
in  the  area  of  subsidies,  concessions  in  the  area  of  dumping,  conces- 
sions in  the  area  of  dispute  settlement — all  of  which  add  up  to  a 
package  of  concessions  which,  quite  frankly,  sir,  don't  offset  the 
benefits  that  you  have  just  added  up. 

Chairman  Gibbons.  You  mean  the  fact  that  we  have  no  inter- 
national regulation  now  in  agriculture  is  better  than  the  fact  that 
we  do  make  some  progress  on  agriculture? 

Mr.  Regan.  Well,  again,  it  is  a  matter  of  cost  and  benefits.  I 
think  the  more  valuable  thing  to  do  is  to  take  each  one  of  these 
agreements  and  try  to  self-balance  each  one  of  them  and  ask  your- 
self: Does  each  one  stand  on  its  own  merits?  Should  we  necessarily 
have  to  trade  off  the  interests  of  those  industries  that  are  affected 
by  unfair  trade  practices  in  order  to  try  to  improve  the  situation 
in  agriculture? 

We  would  argue  that  the  situation  in  agriculture — in  fact,  Carla 
Hills,  the  previous  USTR,  argued  that  it  is  a  self-balancing  pack- 
age, that  agriculture  is  of  benefit  to  the  United  States,  it  is  of  bene- 
fit to  the  European  Community,  it  is  of  benefit  to  the  Cairns 
Group.  Its  entire  package  in  itself  is  beneficial. 

We  would  like  to  see  each  one  of  those  agreements  as  self-bal- 
ancing packages.  We  think  you  can  do  that. 

Chairman  Gibbons.  But  you  would  dump  the  whole  thing  be- 
cause you  are  not  getting  what  I  consider  to  be  or  what  you  con- 
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sider  to  be  an  almost  perfect  agreement.  And,  unfortunately,  the 
world  is  not  constructed  that  way,  as  I  have  observed  it.  We  make 
progress  incrementally  over  a  long  period  of  time,  and  it  seems  to 
me  that  despite  the  fact  that  the  Dunkel  text  is  not  perfect  by  any 
matter  of  means,  it  is  far  better  than  what  we  have  now,  which  is 
nothing. 

Mr.  Regan.  Well,  again,  there  is  a  cost.  The  cost  is  that  there 
will  be  a  substantial  modification  required  in  U.S.  dumping  stat- 
utes. The  United  States  is  going  to  have  to  accept  subsidy  practices 
by  other  governments,  which  we  don't  currently  need  to  accept. 
And  the  United  States  is  going  to  give  up  a  certain  degree  of  sov- 
ereignty with  respect  to  its  ability  to  administer  its  own  trade  laws 
under  the  dispute  settlement  provisions. 

Now,  you  say  there  are  substantial  improvements  in  the  area  of 
intellectual  property.  There  are  some  people  who  are  very  con- 
cerned about  that.  They  wonder  about  whether  or  not  these  are 
substantial  improvements.  In  the  area  of  services,  there  are  no 
market  access  commitments  made  at  all. 

Chairman  Gibbons.  There  is  nothing  in  intellectual  property 
now.  At  least  under  this  agreement,  we  have  agreed  to  include  in- 
tellectual property  in  the  area  of  regulated — it  is  not  perfectly  regu- 
lated. It  is  not  exactly  what  I  would  like.  But  at  least  it  is  better 
than  nothing,  isn't  it? 

Mr.  Regan.  Well,  it  is  a  step  in  the  right  direction.  Do  the  dis- 
ciplines go  far  enough?  A  lot  of  people  disagree.  They  disagree  with 
the  transition  rules  which  will  allow  a  country,  a  less  developed 
country,  to  have  about  10  years'  freedom  before  the  rules  take  ef- 
fect in  areas  that  are  not  currently  covered  by  intellectual  property. 

Chairman  Gibbons.  So  no  intellectual  property  agreement  is  bet- 
ter than  a  10-year  transition? 

Mr.  Regan.  No  intellectual  property  agreement  is  better  than  an 
agreement  in  which  you  are  going  to  have  to  sacrifice  other  sectors 
of  the  economy  in  order  to  get  an  intellectual  property  agreement. 
If  you  were  to  take  the  intellectual  property  agreement  as  it  is 
today  and  you  were  to  offer  it  as  a  single  package  alone,  I  would 
say,  sure,  take  it,  it  is  better  than  nothing.  It  is  an  improvement. 
But  if  you  balance  it  with  the  rest  of  the  elements  of  the  agreement 
in  which  there  are  sacrifices  being  made,  we  have  serious,  serious 
doubts. 

Chairman  Gibbons.  Well,  let's  go  over  those  other  items. 

Mr.  Regan.  Sure. 

Chairman  Gibbons.  Just  lay  them  out  for  me  one  at  a  time 
where  you  think  the  industrial  sector  is  being  discriminated 
against  versus  what  the  status  quo  is. 

Mr.  Regan.  OK.  In  the  area  of  dumping,  for  example,  dumping 
occurs  with  respect  to  products — products  or  manufactured  goods. 
In  the  area  of  dumping,  there  are  a  whole  series  of  rules  that  will 
make  it  much  more  difficult  for  a  petitioner  who  is  manufacturing 
a  product  in  the  United  States  to  be  able  to  administer  a  dumping 
order  against  an  imported  product. 

The  set  of  rules  agreed  to  in  this  agreement  would  fundamentally 
shift  the  procedures  in  favor  of  respondents;  that  is,  in  favor  of 
those  who  are  defending  themselves  against  dumping  cases. 

There  are  a  number  of 
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Chairman  Gibbons.  Such  as? 

Mr.  Regan.  Such  as  the  so-called  de  minimis  rule,  which  would 
require  that  if  dumping  were  found,  less  than  2  percent,  the  case 
would  be  dismissed. 

The  so-called  sunset  rule  that  says  that  at  the  end  of  5  years 
your  case  is  automatically  dismissed  unless  you  can  prove  that  con- 
tinuous injurious  dumping  is  continuing  to  occur. 

Such  as  changes  in  the  weighted  averaging  standards  to  allow 
spot  dumping  in  specific  markets. 

The  list  goes  on  and  on.  There  are  some  26  specific  provisions 
that  fundamentally  weaken  U.S.  trade  statutes. 

Chairman  Gibbons.  Well,  doesn't  Corning  from  time  to  time  have 
products  that  it  is  discontinuing  or  has  an  overproduction  in,  and 
it  has  to  clean  out  its  warehouse.  Doesn't  that  occur  at  some  time 
at  Corning?  Or  do  you  all  just  manufacture  on  demand? 

Mr.  Regan.  Oh,  no,  certainly  you  can't.  You  have  inventory  accu- 
mulation. 

Chairman  Gibbons.  Corning  has  never  sold  anything  at  less 
than  what  it  cost  to  manufacture  it? 

Mr.  Regan.  I  honestly  don't  know. 

Chairman  Gibbons.  On  a  temporary  basis? 

Mr.  Kegan.  In  terms  of  export  markets,  we  have  never  had  a 
dumping  case  taken  against  us,  if  that  is  what  you  are  asking. 

Chairman  Gibbons.  Well,  no,  I  am  not  asking  that.  I  am  just 
wondering  about  in  the  American  economy  where,  you  know,  you 
may  have  produced  too  many  Pyrex  dishes  or  something  like  that. 
You  never  sold  any  of  them  at  less  than  what  it  cost  you  to 

Mr.  Regan.  It  wouldn't  surprise  me  that  it  did,  but  we  never  in- 
jured anybody.  In  dumping,  there  are  two  standards  of  require- 
ments. One  is  that  you  sell  it  either  below  cost  or  below  your  home 
market  price,  and,  number  two,  you  injure  somebody  in  doing  it. 
We  have  never  had  that  problem. 

Chairman  Gibbons.  You  all  never  had  any  of  your  products  go 
on  sale? 

Mr.  Regan.  We  have  sold  our  products  on  sale,  but  we  have 
never  had  a  dumping  case  filed  against  us. 

Chairman  Gibbons.  Well,  I  am  talking  about  in  the  U.S.  market 
now.  We  are  talking  about  market  principles.  I  can  see  where  peo- 
ple from  time  to  time  have  to  clean  out  the  warehouse. 

Mr.  Regan.  Sure. 

Chairman  Gibbons.  They  have  products  that  are  unattractive  or 
they  overestimated  the  demand  for  it,  and  they  kind  of  get  rid  of 
the  damn  stuff. 

Mr.  Regan.  Sure. 

Chairman  Gibbons.  That  is  what  it  amounts  to.  And  I  assume 
that  you  all  have  never  done  that  in  Corning? 

Mr.  Regan.  Well,  I  am  sure,  Mr.  Chairman,  that  we  have  had 
excess  inventory,  and  I  am  sure  from  time  to  time  we  have  sold  our 
excess  inventory.  My  point  that  I  am  trying  to  make,  however,  is 
that  we  have  never  had  an  injurious  case  where  we  have  sold  it 
to  the  point  where  we  actually  have  caused  injury  to  somebody  else 
that  resulted  in  a  case  filed  against  Corning. 

Chairman  Gibbons.  Well,  you  couldn't  under  American  law. 
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Mr.  Regan.  Well,  under  American  law.  I  mean,  I  am  talking 
about  the  export  markets.  We  are  talking  about  dumping  statutes 
and  export  markets.  And  we  export.  We  export  approximately 

Chairman  Gibbons.  So  what  you  are  really  asking  for  is  a  better 
situation  in  foreign  markets  than  you  have  got  in  American  mar- 
kets. Is  that  what  you  all  are  asking  for? 

Mr.  Regan.  No,  not  really.  The  problem  you  have  with  dumping 
is  that  our  own  domestic  laws  that  deal  with  how  we  price  do  not 
reach  foreign  participants.  That  is  why  the  dumping  statute  was 
put  in  place  in  the  first  place. 

Chairman  Gibbons.  Oh,  no.  The  dumping  statute  was  put  in 
place  at  midnight  in  some  conference.  You  know,  I  happen  to  have 
been  in  Congress  when  this  crazy  law  was  put  in  place,  and  I 
wouldn't  defend  it  with  a  10-foot  pole.  But  it  is  here,  and  since  it 
is  the  law,  I  have  got  to  stand  up  for  it.  But  don't  anybody  preach 
to  me  about  the  sanctity  of  this  crazy  dumping  law  we  have  got. 
It  makes  no  sense  at  all. 

It  was  never  debated  by  Congress,  and  it  is  here,  and  so  it  de- 
serves the  respect  of  law.  But  my  respect  for  it  is  very  low,  frankly. 

I  just  wondered  what  industry  really  wanted.  Are  you  seeking 
better  laws  in  the  international  market  than  you  accept  as  being 
acceptable  in  the  U.S.  market?  And  you  are  apparently  saying  yes, 
we  want  better  protection  against  clearing  out  the  warehouse,  that 
somebody  else  does,  is  what  it  sounds  like  to  me  you  are  asking  for. 

Mr.  Regan.  Well,  respectfully,  sir,  no.  That  is  not  the  case.  Re- 
spectfully, what  we  have  is  a  situation  which 

Chairman  Gibbons.  De  minimis  dumping,  that  is  small  dumping. 

Mr.  Regan.  No  question  it  is  small  dumping.  But,  sir,  we  have 
had  situations,  for  example,  where  we  have  had  dumping  cases  out- 
standing when  the  margins  have  fallen  to  1  percent,  and  there  is 
a  provision  in  U.S.  law  tnat  says  that  if  you  have  repeated  reviews 
in  which  the  margins  are  less  than  0.5  percent,  the  order  can  be 
revoked.  But  we  have  had  situations  when  the  order  has  been  1 
percent  one  year  and  then  currencies  change,  and  the  next  review 
shows  that  the  margin  has  jumped  to  30  percent. 

Chairman  Gibbons.  Let's  go  to  5  years. 

Mr.  Regan.  Sure. 

Chairman  Gibbons.  10  years  suit  you,  or  what  do  you  want?  In- 
definite? 

Mr.  Regan.  Well,  the  USTR  has,  in  fact,  adopted  many  of  the 
provisions  that  I  have  cited  in  my  testimony.  The  U.S.  Trade  Rep- 
resentative went  to  Geneva  in  December  and  proposed  changing 
these  provisions.  One  of  the  things  they  have  suggested  to  do  with 
respect  to  sunset  was  to  change  the  burden  of  proof;  that  is,  require 
that  someone  else  demonstrate  that  continuation  of  the  dumping 
order  was  no  longer  necessary  to  protect  the  industry  from  injuri- 
ous dumping.  That  strikes  us  as  a  reasonable  proposal. 

The  way  it  is  worded  right  now  it  says  that  we  must  go  back, 
after  spending  several  hundred  thousand  dollars  to  prove  we  have 
been  injured,  we  must  go  back  5  years  from  now  to  go  back  and 
prove  it  again  in  order  to  continue  to  maintain  our  dumping  mar- 
gin. 

We  just  think  that  that  is  an  excessive  burden  to  put  on  us. 
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Chairman  Gibbons.  Well,  what  prompts  my  line  of  questioning 
is,  having  listened  for  some  years  to  this  argument,  I  have  come 
to  the  conclusion  that  what  really  each  of  us  is  asking  for  is  a  per- 
fect agreement,  and  because  we  haven't  got  a  perfect  agreement, 
we  don't  want  any  agreement  at  all.  Am  I  correct  in  that? 

Mr.  Regan.  No.  And  we  have  spoken  extensively  with  the  U.S. 
Trade  Representative.  We  know  and  realize  in  the  end  there  are 
balances.  There  are  pluses  and  there  are  minuses.  And  we  have 
identified  areas  where  there  are  serious  minuses.  We  are  prepared 
to  work  with  the  U.S.  Trade  Representative.  In  fact,  the  U.S.  Trade 
Representative  made  a  proposal  in  Geneva  in  December  to  correct 
some  of  the  minuses.  We  just  think  that  it  is  important  for  this 
committee  to  say  that  every  effort  should  be  made  to  correct  these 
minuses. 

That  is  all  we  are  saying,  sir. 

Chairman  Gibbons.  All  right.  Well,  that  is  not  the  way  I  read 
your  statement,  but  I  am  glad  to  hear  that. 

Mr.  Matsui. 

Mr.  Matsui.  Thank  you  very  much,  Mr.  Chairman. 

I  would  just  like  to  make  a  comment  to  the  four  individuals  who 
are  testifying,  conditionally  or  otherwise,  in  support  of  fast  track. 
The  whole  issue  of  free  trade  in  this  country  is  about  to  be  engulfed 
in  a  Tower  of  Babel.  And,  Mr.  Regan,  I  don't  mean  to  single  you 
out,  but  one  of  the  problems — is  that  whenever  I  meet  with  those 
that  espouse  free  trade,  particularly  in  the  corporate  and  business 
community,  they  come  into  my  office — and  I  think  my  colleagues 
agree  they  usually  bring  up  20  different  problems:  the  phaseout  of 
the  tariffs  with  NAFTA  isn't  fast  enough,  they  are  worried  about 
the  issue  of  sovereignty  in  the  supplements  agreements,  et  cetera. 
When  labor  comes  in  or  the  environmental  community  comes  in, 
they  have  a  very  clean  message.  I  don't  think  you  all  realize  how 
endangered  the  NAFTA  is  at  this  particular  time.  Even  though  the 
President  strongly  supports  the  concept  of  free  trade  and  inter- 
nationalism, supports  NAFTA  and  supports  fast  track,  your  mes- 
sage is  not  getting  to  Capitol  Hill,  to  the  members  here,  because 
it  is  lost  in  all  the  special  interet  issues  you  raise. 

Unfortunately,  you  are  going  to  find  yourself  in  deep  trouble 
when  NAFTA  comes  before  us.  Right  now  there  are  not  many  votes 
for  anything.  I  am  sure  we  will  be  able  to  move  on  the  issue  of  fast 
track.  There  is  not  much  controversy  on  that.  It  is  just  a  question 
of  where  we  put  it  and  how  we  put  it  together.  But  regarding 
NAFTA,  I  think  as  Chairman  Gibbons  has  said,  if  we  get  involved 
in  minutiae  and  you  start  trying  to  sell  issues,  as  some  of  you  have 
over  the  last  few  months,  you  are  going  to  find  yourselves  in  trou- 
ble on  the  main  issue. 

When  you  get  into  that  office  and  visit  with  the  members,  you 
are  going  to  have  10  minutes  of  that  member's  time,  and  it  had 
better  be  a  very  clean,  clear  message.  I  think  the  environmental 
community  and  labor  has  learned  that  over  the  years. 

All  of  us  are  playing  on  a  different  kind  of  playing  field  now,  and 
the  main  message  is  something  that  will  have  to  be  brought  home. 

Chairman  Gibbons.  Mr.  Thomas,  you  have  got  a  question? 

Mr.  Thomas.  Thank  you,  Mr.  Chairman.  I  would  just  ask  unani- 
mous consent  that  I  have  a  written  statement  that  I  would  like  to 
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put  in  the  record  which  outlines  some  of  my  cautions  and  just 
briefly  indicate  that  my  colleague's  comments  I  think  are  well 
taken. 

[The  statement  of  Mr.  Thomas,  and  a  letter  to  him  from  Ambas- 
sador Kantor  follow:] 
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Statement  Of  The 

HON.  BILL  THOMAS 

Subcommittee  on  Trade 

April  27,  1993 

Mr.  Chairman,  I  want  to  remind  my  colleagues  of  the  need  for 
immediate  amendments  to  the  program.   As  I  proposed  last  year,  we 
must  include  a  statutory  "three  year"  rule  implementing  the 
petition  process  Ways  and  Means  recommended  in  1984. 

My  first  amendment  is  simple:   no  eligible  article  may  be 
reviewed  for  duty-free  treatment  nor  duty-free  treatment  awarded 
with  respect  to  an  article  within  three  years  of  the  last  such 
review.   This  will  institutionalize  an  agreement  concerning  the 
program  that  I  made  with  former  Ambassador  Bill  Brock  when  GSP 
was  reauthorized  in  1984.   As  I  said  last  year,  I  had  hoped  never 
to  have  to  offer  such  an  amendment.   Regrettably,  our  agreement 
has  not  been  observed. 

In  1984,  Ambassador  Brock  and  I  agreed  on  procedures  USTR 
would  implement  to  resolve  complaints  about  the  program.   In 
return,  I  agreed  to  forego  statutory  language  so  he  could  be 
flexible  in  implementing  reforms.   I  am  sorry  to  report  that  the 
flexibility  we  sought  is  the  source  of  my  complaint  today. 

Many  of  us  have  been  contacted  by  farmers  concerned  about 
the  previous  Administration's  decision  to  review  rejected 
petitions  concerning  Goya  cheese,  wines  and  other  products  two 
years  ago  in  an  effort  to  aid  eastern  european  nations.   These 
same  products  had  been  the  subject  of  petitions  which  were 
rejected  only  a  few  months  before  being  resurrected  for  a  second 
review.   This  "special"  review  violated  a  specific  understanding 
incorporated  in  the  1984  reauthorization.   Petitions  were  not  to 
be  reviewed  if  the  product  had  been  the  subject  of  a  request  for 
which  duty-free  treatment  was  denied  during  the  preceding  three 
years. 

By  imposing  a  statutory  three-year  rule,  we  may  be  able  to 
restore  some  of  the  confidence  that  has  been  lost  in  the  program. 
Farm  groups  I  worked  with  in  1984  were  willing  to  accept  a 
program  because  they  believe  it  would  be  run  in  a  fair  manner. 
Now,  people  are  talking  about  trying  to  exempt  their  products  or 
opposing  the  whole  program.   In  short,  the  farm  community  is 
again  wondering  whether  GSP  is  a  political  exercise  in  which 
their  interests  are  traded  off  in  the  name  of  international 
politics. 

The  second  amendment  would  require  the  President  to 
reconsider  beneficiary  developing  country  status  if  an  eligible 
country  discriminates  against  American  exporters.   During  the 
past  year,  I  have  heard  of  situations  in  which  the  U.S.  has 
provided  GSP  benefits  to  countries  only  to  find  that  the 
beneficiary  discriminates  against  American  goods  by  granting 
concessions  to  other  developing  and  developed  countries.   Given 
the  competitiveness  of  today's  markets,  we  should  no  longer 
tolerate  this  treatment  from  those  we  have  offered  trade 
benefits. 

We  do  not  need  to  wait  a  year  before  acting  to  restore 
confidence  in  this  program.   We  can  do  that  by  preserving  the 
1984  procedural  agreement  this  Committee  approved  and  by  seeking 
to  deny  GSP  benefits  to  those  who  discriminate  against  us.   The 
amendments  I  plan  to  offer  will  reach  those  objective  and  I  urge 
the  members  of  this  Subcommittee  to  support. 


72 


THE  UNITED  STATES  TRADE  REPRESENTATIVE 

Executive  Office  of  the  President 

Washington.  D  C     20506 

JV-iril  2C,  1993 


The  Honorable  William  Thomas 
U.S.  House  of  Representatives 
Washington,  DC  20515-0520 


Dear  Congressma 


This  letter  is  to  address  concerns  raised  by  you  at  the  April  27, 
1993  hearings  of  the  Ways  &  Means  Trade  Subcommittee  with  respect 
to  the  Generalized  System  of  Preferences  (GSP)  program.  At  those 
hearings,  you  proposed  two  amendments  to  GSP,  one  having  to  do  with 
the  so-called  "three  year  rule"  on  GSP  petitions,  and  one 
concerning  the  eligibility  of  countries  that  discriminate  against 
U.S.  exporters. 

As  you  are  aware,  the  Administration  strongly  supports  the  renewal 
of  the  GSP  program.  We  have  just  submitted  to  this  Committee  a 
proposal  for  the  short  term  (i.e.,  fifteen  month)  extension  of  the 
program.  This  proposal  did  not  include  any  substantive  changes  in 
the  operation  of  the  existing  program,  because  in  the  short  run, 
our  major  concern  is  that  GSP  benefits  not  lapse  after  July  4, 
1993,  the  program's  current  expiration  date.  During  this  extension 
period,  the  Administration  intends  to  work  with  Congress  to  take  a 
hard  look  at  the  GSP  program,  and  to  prepare  a  comprehensive,  long- 
term  proposal  for  GSP  renewal.  We  believe  that  any  substantive 
amendments  to  the  program,  such  as  those  you  have  proposed,  are 
more  appropriately  addressed  in  the  context  of  long-term  GSP 
renewal.  We  want  to  work  closely  with  you  in  the  coming  year  to 
ensure  that  your  concerns  are  addressed  as  part  of  the  long-term 
GSP  renewal  process. 

However,  I  understand  that  as  far  as  your  constituents  are 
concerned,  one  year  can  be  a  long  time  to  wait  for  satisfaction. 
I  think  that  there  is  much  we  can  do  to  address  your  concerns  in 
the  intervening  year.  First,  I  am  aware  of  the  experience  that 
your  agricultural  constituents  had  during  1991-92,  when  various 
petitions  to  add  items  to  GSP  were  reviewed  and  denied,  and  then 
reviewed  again  in  the  following  year.  I  agree  that  this  was 
inconsistent  with  the  intention  of  the  "three  year  rule"  contained 
in  the  GSP  regulations,  which  prevents  the  re-review  of  denied  GSP 
petitions  for  three  calendar  years. 

In  light  of  your  experience,  I  can  understand  your  desire  to  have 
this  rule  codified  in  the  GSP  law.  However,  I  note  that  we 
envision  only  one  more  annual  review  under  the  current  GSP  law  — 
the  one  beginning  June  1,  1993  and  ending  next  April  (assuming  the 
program  is  extended  during  that  period) .  I  give  you  my  personal 
assurance  as  the  U.S.  Trade  Representative,  the  official  charged 
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with  the  implementation  of  the  GSP  statute  and  regulations,  that  we 
will  adhere  strictly  to  the  letter  and  spirit  of  the  GSP  three  year 
rule  in  the  coming  review.  We  will  accept  no  petitions  to  add 
items  that  have  been  reviewed  and  denied  in  the  past  three  calendar 
years.  This  commitment  obviates  the  need  for  a  statutory  three 
year  rule  in  the  coming  year.  • 

Your  second  proposal  for  amending  the  GSP  law  would  require  the 
President  to  reconsider  beneficiary  developing  country  status  if  an 
eligible  country  discriminates  against  U.S.  exporters.  Again,  I 
agree  that  this  is  a  legitimate  objective,  and  note  that  this 
objective  is  already  incorporated  in  the  GSP  law.  First,  in 
determining  whether  a  country  should  be  granted  or  retain  GSP 
eligibility,  the  law  requires  the  President  to  "take  into 
account .. .the  extent  to  which  such  country  has  assured  the  United 
States  it  will  provide  equitable  and  reasonable  access  to  the 
markets  and  basic  commodity  resources  of  such  country..."  (§502 
(c)(4),  Trade  Act  of  1974  as  amended).  In  addition,  the  GSP  law 
states  that  the  President  shall  not  designate  (or  retain)  any 
country  as  a  GSP  beneficiary  developing  country,  "if  such  country 
affords  preferential  treatment  to  the  products  of  a  developed 
country  other  than  the  United  States,  which  has,  or  is  likely  to 
have,  a  significant  adverse  effect  on  United  States  commerce..." 
(§502  (b)(3)  of  the  1974  Trade  Act  as  amended). 

As  U.S.  Trade  Representative,  it  is  my  intention  to  faithfully 
implement  these  provisions.  I  note  that  any  interested  party  may 
file  a  petition  with  USTR  to  review  a  country's  GSP  eligibility  for 
failure  to  meet  these  conditions  (pursuant  to  15  C.F.R.  §2007.0 
(b)).  In  addition,  we  are  committed  to  taking  appropriate  action 
under  these  provisions  on  our  own  initiative,  when  conditions 
warrant  it. 

The  Administration  believes  that  the  GSP  program  is  a  valuable 
asset,  not  only  in  helping  expand  trade  and  create  markets  in 
developing  countries,  but  in  pursuing  a  variety  of  trade  policy 
objectives.  We  look  forward  to  working  with  you  in  the  coming  year 
to  fashion  a  GSP  program  that  meets  these  aims  in  the  most 
effective  manner. 

Sincerely, 


tor 


74 

Mr.  Thomas.  The  concern  I  have  is  that  after  having  said  all  of 
that,  the  President  is  still  dealing  with  labor  and  the  environment 
on  sidebars,  and  that  if  somebody  gets  a  second  bite  of  the  apple, 
it  is  unfair  to  criticize  others  who  are  looking  at  problems  that  they 
now  perceive,  If  somebody  has  an  opportunity  to  make  changes, 
why  can't  I?  And  I  think  we  are  going  to  have  to  deal  with  that, 
not  by  the  makings  of  those  people  who  have  complaints  about  the 
package,  but  because  there  are  people  who  are  accommodating  cer- 
tain people's  needs  and  not  others.  And  that  is  something  we  nave 
to  face. 

Mr.  Matsui.  Will  the  gentleman  yield?  I  share  the  gentleman's 
concerns.  The  only  observation  I  would  make  is  that  there  is  no 
question  that  labor  and  the  environmental  community  think  that 
NAFTA,  for  example,  and  other  trade  agreements  are  against  their 
best  interests.  They  truly  believe  that.  You  are  not  going  to  change 
that.  I  think  Mr.  Blackwelder  bears  that  out.  However,  the  busi- 
ness community  feels  that  free  international  trade  is  in  their  inter- 
est, and  the  problem  is  that  they  are  not  making  that  point  clear. 

Mr.  Thomas.  I  understand  that,  and  I  would  define  a  degree  of 

auestioning  almost  as  badgering,  and  I  look  forward  to  the  same 
egree  of  badgering  of  labor  and  the  environment  when  they  have 
a  chance  to  testify  in  front  of  us. 

Chairman  Gibbons.  Mrs.  Kennelly. 

Mrs.  Kennelly.  Thank  you,  Mr.  Chairman.  I  would  just  like  to 
thank  the  gentlemen  for  coming  before  us  today.  I  come  from  a 
State,  Connecticut,  which  is  having  a  terrible  time.  But  the  one 
bright  picture  we  can  look  to  is  exports.  And  so  I  think,  as  we  have 
this  exchange,  we  must  be  absolutely  careful  that  we  don't  address 
NAFTA  in  short-term  fast  track  and  GATT  together.  They  are  two 
very  different  sets  of  issues.  At  one  point  last  year,  we  had  to  vote 
on  them  together,  but  right  now  I  think  we  have  to  be  very  careful 
that  we  don't  mix  the  two  up  because  the  controversy  gets  mixed. 
And  I  agree  we  should  put  a  fast  track  on  GATT  so  that  we  can 
be  a  competitive  nation  that  we  have  to  be  and  States  like  Con- 
necticut can  be  healthy  again. 

Chairman  Gibbons.  Mrs.  Johnson. 

Mrs.  Johnson.  Thank  you,  Mr.  Chairman. 

I  was  really  surprised  at  your  comment,  Mr.  Regan,  although  I 
didn't  hear  all  the  testimony,  that  the  intellectual  property  provi- 
sions aren't  worth  the  rest  of  the  agreement.  And  I  thought  maybe 
Mr.  Cohen  and  a  number  of  you  might  be  interested  in  commenting 
on  the  Dunkel  text  in  regard  to  its  increase  from  0.5  percent  to  2 
percent  of  ad  valorem  as  the  margin  below  which  you  wouldn't  look 
at  dumping.  That  does  concern  me,  the  decision  to  ignore  dumping 
below  2  percent,  or  countervailing  duty  implementation  under  1 
percent. 

Mr.  Cohen.  Congresswoman,  with  regard  to  your  first  point  on 
intellectual  property,  we  in  ECAT  believe  that  the  provisions  in  the 
Dunkel  text  can  be  looked  at  as  a  half-full  glass.  There  are  excel- 
lent provisions,  as  Chairman  Gibbons  has  pointed  out,  and  we  do 
tend  to  focus  often  on  those  very  positive  elements  in  the  intellec- 
tual property  provision  or  section  of  the  Dunkel  draft. 

We,  too,  however,  would  like  to  see  improvements  in  that  text. 
We  recognize  that  it  is  a  very  long  transition  period  that  is  pro- 
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vided  for,  especially  in  the  case  of  developing  countries  and  in  the 
case  of  pharmaceutical  and  chemical  products. 

That  is  not  to  say  that  when  we  do  a  final  evaluation,  that  if 
those  are  the  only  things  that  we  are  looking  at,  that  we  would  say 
automatically  that  we  will  be  opposed  to  the  package  that  came  out 
of  the  Uruguay  round.  We,  as  you,  will  look  at  a  total  package,  and 
until  we  see  it,  we  do  not  know  whether  we  will  be  satisfied. 

But  right  now,  we  do  want  to  emphasize  that  we  see  the  Dunkel 
text,  with  the  intellectual  property  provisions  and  the  others,  as  a 
very  good  basis  to  continue  the  negotiations.  We  see  it  as  more 
positive  than  negative.  And  we  would  like  to  see  those  negotiations 
go  forward. 

On  your  second  question  having  to  do  with  de  minimis  in  the 
area  of  the  text,  specifically  as  to  subsidies  and,  I  take  it,  anti- 
dumping, as  you  specify,  U.S.  practice  today  provides  for  a  de 
minimis  standard.  The  standard  is  different  in  different  countries 
around  the  world.  What  they  try  to  do  in  the  Dunkel  text  is  come 
out  with  some  middle  figure  of  2  percent. 

I  would  think  that  would  be  a  fairly  appropriate  figure  to  put  it 
at.  I  recognize  how  some  can  say  that  the  figure  is  too  high  or  too 
low.  Right  now  in  the  United  States,  the  de  minimis  figure  that  is 
used  is  one-half  of  1  percent.  I  recognize  how  different  groups  could 
have  disputes  about  whether  the  2  percent  is  appropriate. 

If  I  could  just  add  one  other  point  to  the  issue  of  the  antidump- 
ing changes,  many  of  the  companies  in  ECAT  are  both  petitioners 
and  respondents  on  antidumping  cases.  And  the  reason  why  we  see 
a  need  for  antidumping  reform  is  quite  simple:  that  we  need  a  fair 
system  around  the  world.  We  export  around  the  world,  and  we 
have  to  make  sure  if  we  are  going  to  have  more  exports  from  the 
United  States  that  our  products,  when  they  enter  foreign  markets, 
are  not  discriminated  against. 

It  will  avail  us  very  little  if,  in  the  Uruguay  round,  we  succeed 
in  bringing  down  tariffs  for  the  products  made  in  our  States  around 
the  country,  only  to  find  that  by  an  unfair  or  biased  antidumping 
system  a  government  is  able  to  keep  out  our  products.  And  there 
are  some  recent  indications  that  things  are  going  in  some  areas 
much  better  for  the  United  States. 

Just  to  conclude  that  point,  if  I  may,  Congresswoman,  just  re- 
cently the  United  States  has  gone  to  the  GATT  and  protested 
against  antidumping  duties  imposed  on  U.S.  exports  of  Celanese 
and  Dupont.  And  the  GATT  found  for  the  United  States. 

Recently  Canada  took  action  against  the  United  States  for  our 
corn  exports,  saying  we  were  subsidizing  corn.  The  GATT  has 
found  for  the  United  States  and  challenged  the  Canadian  practice. 

And  right  now  the  United  States  is  going  to  the  GATT  and  trying 
to  get  a  Brazilian  countervailing  duty  overturned  for  U.S.  wheat 
exports. 

So  the  record  is  not  all  negative,  and  some  change  could  usefully 
be  done. 

Mrs.  Johnson.  And  so  you  are  not  concerned  about,  in  a  sense, 
raising  the  standard  in  those  areas  from  the  point  of  view  that  our 
antidumping  law  and  countervailing  duty  law  are  being  useful  to 
us  in  promoting  not  only  a  trading  system  in  which  there  is  market 
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access,  but  also  a  trading  system  in  which  there  is  a  reasonable 
means  of  defending  against  unfair  trading  practices? 

Mr.  Cohen.  Oh,  to  the  contrary.  We  need  not  only  a  reasonable 
but  a  tough  system  in  the  United  States.  The  companies  in  ECAT 
are  both  petitioners  and  respondents.  They  use  the  antidumping 
law  to  defend  their  U.S.  interests.  They  are  the  major  manufactur- 
ers in  the  United  States.  They  do  not  want  a  weakening  of  the 
antidumping  law.  And  I  assure  the  Congresswoman  that  they  want 
to  see  a  fair  system  and  they  do  not  want  the  system  in  domestic 
affairs  to  be  weakened.  The  only  request  they  want  is  one  that  is 
fair  across  the  globe,  because  they  are  both  exporters  and  import- 
ers. And  as  you  point  out,  and  others,  we  do  need  to  be  able  to  ex- 
port. 

Mr.  Freeman.  Congresswoman,  if  I  may  just  add  a  general  point 
on  the  Dunkel  draft.  When  it  came  out  at  the  end  of  1991,  and 
until  recently  there  was  much  sentiment  that  if  the  Dunkel  draft 
were  reopened  in  any  part,  that  it  would  completely  unravel. 

This  is  not  the  case  today.  It  is  clear  that  in  the  negotiations  be- 
tween the  United  States  and  the  European  Community  in  the  last 
several  weeks,  much  has  been  accomplished,  and  it  is  my  informa- 
tion that  the  United  States  and  the  European  Community  have 
agreed  which  areas  of  the  Dunkel  draft  will  be  reopened  and  have 
made  some  progress  on  resolving  their  differences.  The  plan  would 
be  then  in  either  June  or  July,  hopefully,  to  have  the  United  States 
and  European  Community  agree  and  then  take  that  to  Geneva  to 
present  what  they  think  should  be  done  with  the  Dunkel  draft  to 
the  other  nearly  95  or  96  members  of  the  GATT. 

But  the  question  that  the  chairman  raised  is:  Is  the  Dunkel  draft 
inviolate?  What  is  going  to — I  mean,  the  facts  are  now  that  the 
Dunkel  draft  will  be  amended.  What  is  not  clear  is  how  far  it  will 
be  amended,  and  I  am  optimistic  that  our  team,  which  I  think  is 
a  very  high-quality  group  of  people,  will  do  their  damndest  to  fulfill 
what  the  statute  calls  for  and  protect  all  the  interests,  including 
the  interest  of  the  environmental  community. 

So  the  Dunkel  draft  was  a  major  contribution  by  Mr.  Dunkel,  but 
it  is  not  inviolate,  and  that  has  been  so  agreed. 

Mrs.  Johnson.  Thank  you. 

Mr.  Regan.  Mrs.  Johnson,  I  would  like  to  make  one  point  about 
what  Mr.  Cohen  said  about  the  Dunkel  text  as  it  applies  to  dump- 
ing. 

He  represents  a  group  of  manufacturers  and  producers,  and 
many  of  those  same  members  are  also  members  of  the  Chamber  of 
Commerce,  which  is  a  larger  group.  Our  analysis  came  out  to  be 
fundamentally  different  than  his.  Our  view  was  that  the  agreement 
as  it  was  drafted  concluded  with  making — shifting  the  burden,  if 
you  will,  against  people  who  file  dumping  cases  versus  those  who 
defend  themselves  against  dumping. 

Now,  there  is  a  legitimate  difference  of  view  on  the  terms  of  the 
agreement.  We  would  argue  that  if,  in  fact,  the  USTR  has  been 
successful  in  defending  Americans  against  the  practices  of  other 
countries  which  do  not  fall  within  the  existing  disciplines,  as  Mr. 
Cohen  has  indicated,  then  why  bother  changing  it? 

Mrs.  Johnson.  Thank  you.  Thank  you,  Mr.  Chairman. 

Chairman  Gibbons.  Mr.  Levin. 
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Mr.  Levin.  Just  briefly.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  think  this  back  and  forth  on  GATT  has  been 
really  instructive,  if  I  might  say  so,  and  interesting.  I  think  the 
back  and  forth  with  Mr.  Regan  has  been  so. 

You  know,  I  think  it  would  be  ironic  if,  because  industries  raise 
concerns  and  do  not  salute  the  flag,  their  interests  were  automati- 
cally deemed  narrow.  I  think  that  would  be  most  unfortunate. 

The  private  sector  helped  to  open  our  eyes  in  these  negotiations. 
Without  efforts  from  the  private  sector,  for  example,  there  would 
have  been  no  zero-to-zero  tariff  discussions.  There  would  have  been 
no  restructuring  of  the  negotiations.  And  I  think  that  we  should  re- 
sist calling  it  self-interest,  when  industries  raise  concerns,  because 
when  you  add  up  the  interest  of  all  industries  together,  it  is  prob- 
ably the  national  interest. 

Secondly,  just  a  comment  about  the  Dunkel  draft  reopening. 
Harry,  you  and  I,  I  think,  see  eye  to  eye  on  the  need  to  grant  ex- 
tended authority.  The  Dunkel  draft  was  nothing  but  a  draft.  Do  we 
mean  "reopen"?  No  one  agreed  to  it  in  the  first  place.  The  text  was 
not  a  final  text.  It  was  always  made  clear  by  the  past  administra- 
tion that  it  was  something  that  it  would  work  off  of.  So  there  isn't 
any  question  of  reopening.  It  was  never  closed. 

The  third  point,  Mr.  Chairman,  I  think  if  the  standard  is  some- 
thing a  bit  better  than  nothing,  if  we  go  into  any  negotiation  on 
that  basis,  we  are  sure  to  end  up  with  nothing.  I  think  you  would 
agree  that  we  need  to  try  to  achieve  some  major  breakthroughs  in 
GATT.  The  agricultural  area,  heck,  the  Europeans  have  finally 
agreed  to  a  text. 

So  I  think  there  is  agreement  in  this  country  about  the  urgency 
of  a  GATT  agreement,  and,  indeed,  because  it  is  so  urgent,  we  real- 
ly truly  want  a  meaningfully  good  one  and  not  one  that  simply  nib- 
bles at  the  edges  or  trades  off  progress  in  a  lot  of  areas  to  get  a 
breakthrough  in  one. 

So  I  think  the  discussion  here,  Mr.  Chairman,  has  been  a  very 
useful  one,  and  my  guess  is  if  the  administration  has  the  time  to 
read  the  transcript,  it  would  be  beneficial. 

Thank  you  very  much. 

Chairman  Gibbons.  I  am  simply  trying  to  point  out  that  when 
today  all  we  have  in  an  international  agreement  is  a  GATT,  as 
loose  as  it  is,  on  industrial  goods,  what  has  been  accomplished  in 
the  7  years  this  negotiation  has  gone  on  is  that  there  is  an  agree- 
ment that  we  will  extend  rules  to  agriculture,  intellectual  property, 
to  services,  to  investments,  and  to  a  whole  host  of  other  things  that 
we  didn't  have  before;  and  that  while  these  rules  may  not  be  all 
that  any  of  us  want,  they  are  still  a  hell  of  a  lot  better  than  what 
we  have  got.  And  what  we  have  got  to  decide  as  Americans  eventu- 
ally is:  Do  we  make  some  progress  or  do  we  stay  where  we  are — 
which  is  with  no  progress? 

And  I  can  understand  everybody  trying  to  get  as  much  out  of  an 
agreement  as  they  can,  but  this  will  be,  I  think,  the  last  extension 
of  fast  track.  And  my  message  is  we  had  better  get  with  it  or  forget 
about  it. 

We  will  now  proceed  to  the  next  panel.  The  American  Association 
of  Exporters  &  Importers,  the  Coalition  for  the  Renewal  of  GSP, 
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Toy  Manufacturers  Association,  International  Trade  Council,  and 
the  Canned  &  Cooked  Meat  Importers  Association. 
Mr.  Milosh. 

STATEMENT  OF  EUGENE  J.  MILOSH,  PRESIDENT,  AMERICAN 
ASSOCIATION  OF  EXPORTERS  &  IMPORTERS 

Mr.  Milosh.  Thank  you,  Mr.  Chairman.  We  are  very  pleased  to 
be  here  to  address  an  issue  of  global  importance  and  an  issue 
which  puts  U.S.  world  leadership  literally  on  the  line. 

Individual  world  economies,  for  the  most  part,  are  experiencing 
stagnation,  slow  or  declining  growth  rates,  and  problems  in  adjust- 
ing to  global  as  well  as  market  economies.  This  applies  to  the  Unit- 
ed States,  Japan,  Europe,  Eastern  Europe,  Russia,  and  developing 
nations. 

Recent  forecasts  by  the  International  Monetary  Fund  indicate 
growth  rates  for  developing  countries  in  the  2  percent  range,  with 
rates  in  individual  industrial  nations  in  the  1.5  percent  range. 

Under  these  circumstances,  international  trade  must  provide  the 
necessary  stimulus  by  removing  trade  barriers  and  import  duties; 
encouraging  quota  phaseouts;  removing  barriers  in  agriculture,  in- 
tellectual property  rights,  and  services;  and  encouraging  multilat- 
eral transparency  in  trade  remedy  laws,  as  well  as  an  overall 
strengthening  of  the  dispute  settlement  mechanisms. 

A  successful  conclusion  to  the  ongoing  Uruguay  round  is  critical 
for  the  elimination  of  these  trade  barriers. 

However,  since  a  successful  conclusion  to  the  Uruguay  round  has 
not  yet  been  reached,  extension  of  fast  track  is  a  pressing  issue. 
AAEI  strongly  supports  President  Clinton's  proposal  for  extension 
of  fast  track,  for  delay  will  cause  increasing  complexity  in  the  Uru- 
guay round.  Absence  of  fast  track  negotiating  authority  will  create 
reluctance  among  U.S.  GATT  partners  to  reach  an  agreement  with 
our  administration  because  it  may  be  necessary  to  renegotiate  with 
Congress  issues  which  have  been  already  settled.  To  avoid  an  un- 
raveling, extension  of  fast  track  is  crucial. 

Fast  track  extension  would  entitle  the  President  to  notify  Con- 
gress no  later  than  December  15,  1993,  of  his  intention  to  enter 
into  a  final  agreement  before  April  15,  1994.  Seeking  renewal  of 
fast  track  demonstrates  the  seriousness  of  the  administration's 
commitment  to  reaching  a  successful  conclusion  to  the  round.  And, 
we  might  add  that  the  Dunkel  draft  is  a  beginning.  It  is  a  good 
place  to  start.  It  has  quite  a  bit  of  progress  in  intellectual  property 
rights,  agriculture,  phaseout  of  the  MFA  textile  arrangement,  and 
it  goes  a  long  way  in  bringing  some  sensibility  into  the  archaic 
dumping  provisions  that  are  on  the  books  in  the  United  States. 

We  would  also  like  to  address  the  Generalized  System  of  Pref- 
erences (GSP)  extension.  AAEI  welcomes  this  opportunity  to  dis- 
cuss the  need  to  renew  GSP.  We  urge  Congress  to  renew  GSP, 
which  is  due  to  expire  on  July  3,  1993.  For  20  years,  by  over  20 
other  industrialized  countries,  GSP  has  given  developing  countries 
access  to  the  world  marketplace  by  allowing  them  to  export  many 
products  to  industrialized  countries  free  of  duty. 

GSP  is  based  on  the  philosophy  of  trade,  rather  than  aid,  and  is 
thus  a  more  effective,  cost-efficient  means  of  promoting  sustained 
economic  development. 
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The  imminent  expiration  of  the  GSP  program  is  of  great  concern 
to  AAEI  and  its  members.  It  is  difficult  to  plan  an  import  program 
with  the  knowledge  that  a  program  on  which  you  rely  is  going  to 
expire  on  July  4  of  this  year. 

AAEI  has  some  suggestions  for  improving  the  GSP  so  it  would 
provide  more  security  ior  traders  and  enhance  benefits  to  American 
producers.  However,  in  view  of  the  short  time  period  remaining  in 
the  current  GSP  program,  there  is  not  enough  time  to  fully  con- 
sider and  analyze  these  modifications.  Therefore,  we  support  U.S. 
Trade  Representative  Mickey  Ranter's  call  for  a  1-year  extension  of 
the  GSP  program.  This  would  allow  time  for  the  administration 
and  the  new  Congress  to  consider  the  long-term  shaping  of  the  pro- 
gram in  light  of  developments  in  the  Uruguay  round,  NAFTA,  and 
the  Enterprise  for  the  Americas. 

I  would  like  to  briefly  mention  three  improvements  that  we 
would  like  to  see  down  trie  line.  AAEI  believes  the  review  process 
should  be  conducted  only  once  every  2  years  to  cut  costs.  Limiting 
the  examination  process  would  also  assist  importers  in  making  dif- 
ficult or  long-range  sourcing  decisions  regarding  where  to  acquire 
needed  materials. 

We  also  look  forward  to  a  redefinition  of  rules  of  origin,  allowing 
the  U.S.  component  input  to  count  toward  the  35  percent  minimum 
value  rule  for  GSP.  Allowing  such  input  to  count  toward  the  35 
percent  would  be  a  boon  to  U.S.  domestic  manufacturers,  import- 
ers, and  consumers.  It  should  be  noted  that  a  similar  allowance  is 
made  by  other  countries,  including  Japan  and  Canada. 

The  third  modification  is  not  only  to  support  GSP,  but  we  believe 
that  the  GSP  should  be  granted  to  countries  in  Eastern  Europe  and 
Russia.  The  association  testified  some  4  years  ago,  requesting  East- 
ern Europe  to  be  included,  and  many  of  those  countries  have,  in- 
deed, been  granted  GSP  benefits. 

The  administration  already  announced  its  proposal  to  eliminate 
its  legal  exclusion  from  GSP  and  to  extend  GSP  to  Russia.  In  1992, 
Russia  shipped  some  $46  million  to  the  United  States  in  GSP-eligi- 
ble  goods.  That  is  a  modest  sum.  Based  on  previous  experience, 
this  volume  would  increase  if  preferential  status  were  granted.  In 
this  case,  the  purpose  of  the  GSP  program  would  be  well  served  in- 
sofar as  trade  is  better  than  aid. 

On  April  23,  the  Trade  Policy  Staff  Committee  at  USTR  an- 
nounced a  review  to  consider  designation  of  the  Russian  Federation 
as  a  beneficiary  developing  country.  Beyond  export  of  energy  prod- 
ucts from  Russia,  GSP  would  permit  other  exports  to  repay  existing 
or  planned  loans.  We  also  urge  granting  GSP  to  other  countries 
which  now  make  up  the  Confederation  of  Independent  States,  such 
as  Ukraine,  Belarus,  and  others. 

We  thank  you  for  the  opportunity  to  testify  on  these  two  impor- 
tant issues.  Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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TESTIMONY  OF  EUGENE  J.  MILOSH 
AMERICAN  ASSOCIATION  OF  EXPORTERS  AND  IMPORTERS  (AAEI) 

Introduction 

Good  morning,  Mr.  Chairman  and  Members  of  the  Trade  Subcommittee.  My 
name  is  Eugene  Milosh,  and  I  am  President  of  the  American  Association 
of  Exporters  and  Importers  (AAEI) .  AAEI  is  a  national  organization 
of  approximately  1,200  U.S.  firms  active  in  importing  and  exporting  a 
broad  range  of  products  including  chemicals,  machinery,  electronics, 
textiles  and  apparel,  footwear  and  foodstuffs.  The  Association's 
members  also  include  customs  brokers,  freight  forwarders,  banks, 
attorneys  and  insurance  carriers. 

AAEI  appreciates  the  opportunity  to  discuss  the  President's  reguest 
for  an  extension  of  Fast  Track  procedures  for  Uruguay  Round 
implementation  and  extension  of  the  U.S.  Generalized  System  of 
Preferences  (GSP) . 

The  General  Agreement  on  Tariffs  and  Trade  (GATT)  Uruguay  Round 
Multilateral  Trade  Negotiations,  which  started  in  1986,  involves  over 
100  nations  worldwide.  The  United  States  and  many  of  our  trading 
partners  have  been  extremely  frustrated  and  disappointed  over  the 
failure  to  complete  the  Round  to  date.  A  successful  completion  to 
the  Uruguay  Round  would  establish  new  multilateral  rules  for  world 
trade,  lower  tariff  and  non-tariff  barriers  to  trade,  and  provide  a 
better  international  dispute  settlement  mechanism.  It  would  be  the 
most  important  step  toward  opening  foreign  markets  to  trade  with  the 
U.S.  For  these  reasons,  AAEI  strongly  endorses  President  Clinton's 
proposal  to  seek  renewal  of  Fast  Track  negotiating  authority  for  the 
Uruguay  Round  beyond  the  current  May  31,  1993  expiration  date.  This 
would  entitle  the  President  to  notify  Congress  no  later  than  December 
15,  1993  of  his  intention  to  enter  into  a  final  agreement  before 
April  15,  1994.  Seeking  renewal  of  Fast  Track  represents  the 
seriousness  of  the  Administration's  commitment  to  reach  a  successful 
conclusion  to  the  Round. 

AAEI  would  also  like  to  address  the  need  to  renew  the  GSP  program 
which  is  due  to  expire  on  July  4,  1993.  For  twenty  years,  GSP  has 
given  developing  countries  access  to  the  world  marketplace  by 
allowing  exportation  to  industrialized  countries  free  of  duty.  Its 
philosophy  of  trade,  rather  than  aid,  is  a  more  effective,  cost- 
efficient  means  of  promoting  sustained  economic  development.  Thus, 
AAEI  has  consistently  supported  a  strong  GSP  program  and  continues  to 
do  so.  The  imminent  expiration  of  the  GSP  program  is  of  great 
concern  to  AAEI  and  its  members.  It  is  difficult  to  plan  an  import 
program  with  the  knowledge  that  a  program  on  which  you  rely  is  going 
to  expire  on  July  4  of  this  year. 

AAEI  has  some  suggestions  for  improving  the  GSP  so  it  would  provide 
more  security  for  traders  and  enhance  benefits  for  American 
producers.  However,  in  view  of  the  short  time  period  remaining  in 
the  current  GSP  program,  there  is  not  enough  time  to  fully  consider 
and  analyze  any  modifications.  Therefore,  we  support  U.S.  Trade 
Representative  Mickey  Kantor ' s  call  for  a  one-year  extension  of  the 
GSP  program,  with  eligibility  added  for  states  formerly  part  of  the 
Soviet  Union.  This  would  allow  time  for  the  Administration  and  the 
new  Congress  to  consider  the  long  term  shaping  of  the  program  in 
light  of  developments  in  the  Uruguay  Round,  NAFTA,  and  the  Enterprise 
for  the  Americas. 

Successful  Completion  of  the  Uruguay  Round  is  Crucial  for  World  Trade 

A  successful  conclusion  to  the  ongoing  Uruguay  Round  is  critical  for 
the  elimination  of  U.S.  trade  barriers  and  barriers  facing  the 
exportation  of  U.S.  goods  and  services.  Reduction  of  these  barriers 
is  necessary  to  promote  the  national  trade  interests  of  the  U.S.  as 
well  as  the  interests  of  the  business  community,  consumers,  and 
workers.   Trade  barriers  drain  our  nation's  economy  of  billions  of 
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dollars  annually,  force  consumers  to  pay  much  higher  prices  for 
goods,  and  increase  costs  of  production  for  U.S.  industry. 

The  most  harmful  trade  barriers  to  U.S.  business  and  consumers  are 
non-tariff  measures,  particularly  quotas  and  voluntary  restraint 
agreements.  Tariffs,  the  most  transparent  form  of  trade  barrier,  are 
also  harmful  to  U.S.  industry.  Domestic  businesses  suffer  a  loss  of 
international  competitiveness,  and  the  U.S.  consumer  bears  the 
ultimate  burden  of  trade  barriers  due  to  increased  costs  of 
manufacturing  with  imported  components  created  by  high  tariffs.  A 
successful  conclusion  to  the  Uruguay  Round  will  provide  a  worldwide 
opportunity  for  the  lowering  or  elimination  of  non-tariff  and  tariff 
barriers  from  which  the  U.S.  and  its  industry  will  greatly  benefit. 

Since  a  successful  conclusion  to  the  Uruguay  Round  has  not  yet  been 
reached,  extension  of  Fast  Track  is  a  pressing  issue.  Fast  Track 
negotiating  authority  must  be  renewed.  AAEI  strongly  supports 
President  Clinton's  proposal  for  extension  of  Fast  Track,  for  delay 
will  cause  increasing  complexity  of  the  Uruguay  Round.  Absence  of 
Fast  Track  negotiating  authority  will  create  reluctance  among  U.S. 
GATT  partners  to  reach  an  agreement  with  our  Administration  because 
it  may  be  necessary  to  renegotiate  with  Congress  issues  which  have 
already  been  settled.  For  these  reasons,  extension  of  Fast  Track 
authority  which  will  enable  a  successful  conclusion  of  the  Uruguay 
Round  is  crucial. 

AAEI  Supports  Renewal  of  the  Generalized  System  of  Preferences 

AAEI  urges  Congress  to  renew  the  U.S.  Generalized  System  of 
Preferences  (GSP)  which  is  due  to  expire  on  July  3,  1993.  For  twenty 
years,  GSP  has  given  developing  countries  access  to  the  world 
marketplace  by  allowing  them  to  export  many  products  to 
industrialized  countries  free  of  duty.  GSP  is  based  on  a  philosophy 
of  trade,  rather  than  aid,  as  a  more  effective,  cost-efficient  means 
of  promoting  sustained  economic  development. 

The  imminent  expiration  of  the  GSP  program  is  of  great  concern  to 
importers.  Over  twenty  other  industrialized  countries  have  adopted 
the  GSP  concept  and  continue  to  import  goods  duty-free  from 
developing  countries.  The  United  States  must  continue  this  program 
in  order  to  remain  competitive  in  international  trade  and  to  foster 
development  in  the  Third  World. 

AAEI  has  been  an  active  participant  in  the  debates  surrounding  the 
renewal  of  GSP  for  many  years  which  resulted  in  the  Trade  and  Tariff 
Act  of  1984.  AAEI's  educational  efforts  were  instrumental  in  several 
improvements  to  the  program. 

AAEI  supports  the  current  Presidential  authority  to  waive  statutory 
limits  on  a  particular  GSP  import  from  any  beneficiary  country  if  he 
receives  advice  from  the  International  Trade  Commission  (ITC)  on 
whether  any  industry  is  likely  to  be  adversely  affected  by  such  a 
waiver,  and  he  determines  that  such  a  waiver  is  in  the  national 
economic  interest  of  the  United  States.  [19  U.S.C.  2464(c)(3)(A)]. 
This  general  waiver  of  authority  has  allowed  the  Administration  to 
conduct  the  review  process  in  an  intelligent  manner,  without 
subjecting  the  flow  of  trade  to  otherwise  potentially  disruptive 
automatic  mechanisms  which  would  deny  duty-free  benefits  to  products 
needed  for  U.S.  domestic  production. 

The  Annual  review  process  has  also  enabled  the  U.S.  to  use  the  waiver 
for  gaining  leverage  in  negotiations  to  assure  market  and  commodity 
access  and  to  enforce  intellectual  property  rights.  [19  U.S.C. 
2464(c)(3)(B)].  Most  recently,  the  Administration  has  employed 
denial  of  the  waiver  to  enforce  patent  rights  on  pharmaceuticals  and 
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chemicals  which  are  allegedly  violated  by  manufacturers  in  India. 
[Presidential  Proclamation  6425;  57  Fed.  Reg.  19067]. 

AAEI  believes  the  review  process  should  be  conducted  only  once  every 
two  years  to  cut  costs.  Limiting  the  examination  process  would  also 
assist  importers  in  making  difficult  long-range  sourcing  decisions 
regarding  where  to  acquire  needed  materials,  enabling  U.S.  companies 
with  business  dealings  in  developing  countries  to  maintain  a 
competitive  edge. 

One  argument  against  renewal  of  GSP  involves  environmental  concerns. 
AAEI  is  strongly  opposed  to  using  an  environmental  standard  as  a 
criterion  for  granting  or  maintaining  a  country's  GSP  beneficiary 
status.  Legislation  in  this  direction  has  been  introduced  in  the 
past  and  has  not  met  with  success.  Requirement  of  an  environmental 
standard  would  only  weaken  the  GSP  program.  Imposition  of  an 
environmental  standard  would  be  a  unilateral  action  on  an  issue  which 
should  be  addressed  multilaterally.  Such  standards  generally 
penalize  U.S.  importers,  manufacturers  and  consumers  by  disallowing 
duty-free  entry  from  the  offending  country.  The  result  is  diminution 
of  U.S.  competitiveness  by  strengthening  the  position  of  other 
GSP-granting  countries  who  have  no  such  standard. 

Assuming  GSP  is  renewed,  and  there  is  time  for  thorough  consideration 
of  the  GSP  program  next  year,  AAEI  looks  forward  to  a  redefinition  of 
rules  of  origin.  The  existing  rules  of  origin  require  eligible 
articles  to  be  imported  directly  from  the  beneficiary  country  to  the 
U.S.  The  sum  of  the  cost  or  value  of  the  materials  produced  in  that 
country  plus  the  direct  costs  of  processing  operations  performed  must 
be  at  least  thirty-five  percent  of  appraised  value  upon  entry  into 
the  United  States.   [19  U.S.C.  2463(b)(1)]. 

AAEI  proposes  allowing  U.S.  component  input  to  count  toward  the  35% 
minimum  value  rule  for  GSP.  While  mandating  U.S.  value  content  input 
would  thwart  the  express  purpose  of  GSP,  allowing  such  input  to  count 
toward  the  35%  would  be  a  boon  to  U.S.  domestic  manufacturers, 
importers  and  consumers.  It  should  be  noted  that  a  similar  allowance 
is  made  by  other  countries  including  Japan  and  Canada.  Other  trade 
programs  which  allow  a  donor  country  content  rule  include  the 
Caribbean  Basin  Initiative  Act.  [19  U.S.C.  2702]. 

AAEI  not  only  supports  renewal  of  GSP,  but  believes  the  U.S.  should 
seek  to  expand  the  GSP  program  by  granting  duty-free  beneficiary 
status  to  more  countries  in  Eastern  Europe.  Russia  is  currently 
excluded  from  receiving  GSP  benefits  as  a  successor  state  to  the 
Soviet  Union.  [19  U.S.C.  2462(b)].  After  President  Clinton's  Summit 
Conference  with  Russia's  President  Boris  Yeltsin  in  Vancouver,  Canada 
earlier  this  month,  the  Administration  announced  its  proposal  to 
eliminate  its  legal  exclusion  from  GSP,  and  extended  GSP  to  Russia. 
In  1992,  Russia  shipped  $46  million  to  the  United  States  in  GSP 
eligible  goods.  Based  on  previous  experience,  this  volume  would 
increase  if  preferential  status  is  granted.  In  this  case  the  purpose 
of  the  GSP  program  would  be  well-served,  insofar  as  trade  is  better 
than  aid.  AAEI  supports  the  President  in  his  efforts  to  extend  the 
benefits  of  the  GSP  to  Russia.  We  also  also  support  granting  GSP 
beneficiary  status  to  those  countries  which  now  make  up  the 
Confederation  of  Independent  States,  such  as  Ukraine,  Belarus  and 
otht  -s. 

Strengx  -=ning  of  American  competitiveness  abroad  necessitates  GSP 
renewal  ince  well  over  twenty  other  industrialized  countries  grant 
duty-free  ienefits  to  developing  countries.  Because  a  considerable 
amount  of  duty-free  goods  are  being  used  as  components  in  U.S. 
manufacturing,  loss  of  GSP  would  be  a  severe  blow  to  these  sectors  of 
the  U.S.  economy  as  well  as  to  the  economies  of  developing  nations. 
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The  aforementioned  changes  would  enhance  realization  of  the  purpose 
of  the  GSP  program,  benefitting  not  only  developing  countries,  but 
also  U.S.  economic  interests.  AAEI  urges  extension  of  the  GSP 
program  for  a  one-year  period  as  has  been  suggested  by  U.S.  Trade 
Representative,  Mickey  Kantor. 

Conclusion 

AAEI  strongly  supports  President  Clinton's  proposal  to  renew  Fast 
Track  negotiating  authority  for  the  Uruguay  Round  as  we  believe  it  is 
necessary  for  successful  completion  of  the  Round. 

The  Association  also  supports  renewal  of  GSP  for  at  least  one  year. 
The  GSP  program  has  historically  encouraged  trade  with  underdeveloped 
nations  and  led  to  substantial  economic  gains  for  both  these 
countries  and  the  United  States. 

Thank  you  Mr.  Chairman,  and  Members  of  the  Trade  Subcommittee  for 
your  attention  to  these  issues  and  consideration  of  their  importance 
to  the  international  trade  community. 

Chairman  Gibbons.  Thank  you. 
Our  next  witness  is  Carol  Risher. 

STATEMENT  OF  CAROL  RISHER,  VICE  PRESIDENT  OF  COPY- 
RIGHT AND  NEW  TECHNOLOGY,  ASSOCIATION  OF  AMERICAN 
PUBLISHERS,  ON  BEHALF  OF  THE  COALITION  FOR  GSP  RE- 
NEWAL, ACCOMPAMED  BY  C.  MICHAEL  HATHAWAY,  COUN- 
SEL 

Ms.  Risher.  Thank  you,  Mr.  Chairman. 

I  am  Carol  Risher,  vice  president  for  Copyright  at  the  Associa- 
tion of  American  Publishers.  I  am  testifying  today  on  behalf  of  the 
Coalition  for  GSP  Renewal.  With  me  today  is  Mike  Hathaway  of 
the  law  firm  of  Crowell  and  Moring,  who  is  counsel  to  the  Coalition 
for  GSP  Renewal. 

The  coalition  consists  of  individual  companies,  trade  associations, 
and  coalitions  of  associations  such  as  the  International  Intellectual 
Property  Alliance,  which  has  appeared  before  this  committee  on 
several  occasions. 

The  organizations  represented  under  the  umbrella  of  the  Coali- 
tion for  GSP  Renewal  together  represent  more  than  1,700  compa- 
nies with  diverse  interests  in  all  50  States.  Our  U.S.  revenues  ex- 
ceed $600  billion  and  our  employment  is  over  7.1  million.  Revenues 
from  foreign  markets  exceed  $50  billion. 

U.S.  Firms  represented  through  this  coalition  include  manufac- 
turers that  utilize  the  duty-free  benefits  of  the  U.S.  Generalized 
System  of  Preferences  as  a  means  to  improve  their  competitiveness 
as  well  as  increase  their  market  access  abroad. 

The  coalition  also  consists  of  associations  and  companies  that 
benefit  from  the  leverage  that  the  GSP  program  provides  to  obtain 
improvements  in  the  intellectual  property  regimes  of  beneficiary 
developing  countries.  Using  just  one  example  of  the  effectiveness  of 
the  current  GSP  program,  I  would  like  to  describe  the  Alliance's  ex- 
periences in  Indonesia. 

On  June  1,  1986,  the  Alliance  petitioned  to  deny  GSP  benefits  to 
Indonesia  as  a  result  of  massive  piracy  of  U.S.  copyrighted  works 
there.  The  GSP  review  process  was  directly  responsible  for  broad 
copyright  reform  when  Indonesia  passed  significant  amendments  to 
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its  copyright  law  in  1987,  thus  permitting  it  to  remain  in  the  GSP 
program. 

Indonesia  then  entered  into  bilateral  copyright  relations  with  the 
United  States,  effective  in  August  of  1989.  After  7  years  of  discus- 
sions, prompted  by  GSP  petitions  and  special  301  action,  Indonesia 
appears  to  be  headed  toward  resolving  most  of  its  outstanding  mar- 
ket access  problems. 

In  other  countries  in  the  Asian  Rim  where,  with  the  assistance 
of  GSP,  intellectual  property  protections  have  been  achieved,  mem- 
bers of  my  association  alone  have  experienced  five  and  six  times  in- 
creased sales.  So  the  GSP  program  works. 

Mr.  Chairman,  I  previously  referred  to  revenues  from  foreign 
markets  of  over  $50  billion.  Those  revenues,  as  I  have  indicated, 
go  up  dramatically  when  we  attain  improvements  in  IPR  standards 
and  enforcement  abroad. 

GSP  duty-free  treatment  for  inputs  that  are  not  import- sensitive 
helps  lower  costs  of  manufacturing  in  the  United  States  and  helps 
keep  U.S.  producers  internationally  competitive.  Further,  we 
strongly  believe  that  the  GSP  program  is  in  the  long-term  economic 
interest  of  the  United  States.  It  aids  in  the  development  of  the 
economies  of  countries  that  year  after  year  have  become  more  im- 
portant customers  for  U.S.  goods  and  services,  and  just  as  impor- 
tantly, GSP  fosters  this  development  through  private  sector  trade 
as  opposed  to  Government  aid. 

The  coalition  fully  supports  an  extension  of  GSP.  Even  more,  we 
emphasize  how  important  it  is  to  have  a  short-term  rollover  of  the 
GSP. 

The  Coalition  for  GSP  Renewal  believes  it  is  vital  to  avoid  any 
lapse  in  the  GSP  program.  Loss  of  GSP  duty-free  treatment  would 
immediately  increase  costs  for  U.S.  companies  and  eventually  for 
U.S.  consumers.  Moreover,  any  hiatus  in  the  program  reduces  its 
present  and  future  value  as  leverage  for  achieving  reform  of  bene- 
ficiary developing  country  practices  that  deny  adequate  and  effec- 
tive protection  of  intellectual  property  rights. 

If  the  GSP  program  is  allowed  to  expire,  even  if  only  temporarily, 
it  will  be  of  diminished  value  to  developing  countries,  thereby  giv- 
ing the  United  States  reduced  leverage  to  attain  valuable  objec- 
tives. It  will  also  create  uncertainty  that  diminishes  its  value  to 
United  States  manufacturers  who  utilize  the  program. 

To  prevent  any  lapse,  the  extension  or  renewal  should  be  made 
effective  promptly.  There  should  be  no  gaps  in  the  program.  In 
other  words,  even  if  an  extension  is  not  in  place  by  July  4  when 
the  program  expires,  a  provision  should  be  placed  in  the  renewal 
legislation  that  will  require  a  retroactive  effective  date  and  explic- 
itly require  reliquidation  of  any  entries  that  become  final  during 
any  hiatus.  In  that  way,  the  program  will  remain  as  effective  lever- 
age, and  businesses  can  plan  for  a  gap-free  extension. 

The  coalition  intends  to  support  passage  of  authority  for  a 
longer-term  GSP  program  that  strengthens  U.S.  competitiveness 
and  promotes  development  of  free  enterprise  in  emerging  and  de- 
veloping economies. 

There  have  clearly  been  instances  where  the  GSP  has  been  a 
contributing  factor  in  beneficiary  countries'  consideration  of  wheth- 
er to  take  action  to  improve  protection   of  intellectual  property 
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rights.  Our  statement  and  the  filing  of  the  International  Intellec- 
tual Property  Alliance — for  the  record — give  specific  examples  of 
countries  where  this  GSP  program  was  a  clear  contributing  factor 
in  achieving  improvements  in  intellectual  property  rights,  while 
also  benefiting  U.S.  industry. 

Mr.  Chairman,  the  United  States  Trade  Representative  has  a  dif- 
ficult enough  time  negotiating  improvements  in  intellectual  prop- 
erty rights.  GSP  provides  potentially  valuable  leverage  for  future 
negotiations.  We  urge  Congress  not  to  unilaterally  disarm  Ambas- 
sador Kantor  of  any  leverage.  On  behalf  of  the  coalition,  we  look 
forward  to  working  with  this  subcommittee  and  other  Members  of 
Congress  to  achieve  short-term  rollover  of  the  program. 

Thank  you  very  much. 

[The  prepared  statement  follows:] 
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Mr.  Chairman,  I  am  Carol  Risher,  Vice  President  for  Copyright 
and  New  Technology  at  the  Association  of  American  Publishers.   I 
am  testifying  today  on  behalf  of  The  Coalition  for  GSP  Renewal. 
With  me  today  is  Mike  Hathaway,  of  the  law  firm  of  Crowell  and 
Moring,  who  is  Counsel  to  the  Coalition  for  GSP  Renewal.   The 
Coalition  consists  of  individual  companies,  such  as  General 
Electric;  trade  associations,  such  as  the  Pharmaceutical 
Manufacturers  Association;  and  coalitions  of  associations,  such  as 
the  International  Intellectual  Property  Alliance.   Th/s 
International  Intellectual  Property  Alliance,  in  addition  to  the 
Association  of  American  Publishers,  includes:   the  American  Film 
Marketing  Association,  the  Business  Software  Alliance,  The 
Computer  and  Business  Equipment  Manufacturers  Association,  the 
Information  Technology  Association  of  America,  the  National  Music 
Publishers'  Association,  Inc.  and  the  Recording  Industry 
Association  of  America. 

Taken  together  under  the  umbrella  of  the  Coalition  for  GSP 
Renewal,  we  represent  more  than  1,700  companies  with  diverse 
interests  in  all  50  states.   Our  U.S.  revenues  exceed  $600  billion 
and  employment  is  over  7.1  million.   Revenues  from  foreign  markets 
exceed  $50  billion. 

U.S.  firms  represented  through  this  Coalition  include 
manufacturers  that  utilize  the  duty-free  benefits  of  the  U.S. 
Generalized  System  of  Preferences  (GSP)  as  a  means  to  improve 
their  competitiveness  as  well  as  increase  their  market  access 
abroad.   Equally  of  importance,  the  Coalition  also  consists  of 
associations  and  companies  that  benefit  from  the  leverage  the  GSP 
program  provides  to  obtain  improvements  in  the  intellectual 
property  regimes  of  beneficiary  developing  countries.   GSP  can 
help  attain  the  goal  of  adequate  and  effective  protection  of  U.S. 
intellectual  property  rights  (IPR)  abroad.   Mr.  Chairman,  I 
previously  referred  to  revenues  from  foreign  markets  of  over  $50 
billion.   Those  revenues  go  up  dramatically  when  we  attain 
improvements  in  IPR  standards  and  enforcement  abroad. 

GSP  duty-free  treatment  for  inputs  that  are  not  import 
sensitive  helps  lower  costs  of  manufacturing  in  the  United  States 
and  helps  keep  U.S.  producers  internationally  competitive.   The 
program  has  also  been  used  successfully  to  enhance  protection  for 
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intellectual  property  rights  and  to  keep  beneficiary  developing 
country  markets  open  to  U.S.  exports.   We  strongly  believe  that 
the  GSP  program  is  in  the  long  term  economic  interest  of  the 
United  States.   It  aids  in  the  development  of  the  economies  of 
countries  that  year  after  year  have  become  more  important 
customers  for  U.S.  goods  and  services.   Just  as  importantly,  GSP 
fosters  this  development  through  private  sector  trade  as  opposed 
to  government  aid. 

The  Coalition  fully  supports  an  extension  of  GSP,  even  more, 
we  emphasize  how  important  it  is  to  have  a  short-term  "rollover" 
of  the  GSP. 

The  Coalition  for  GSP  Renewal  believes  it  is  vital  to  avoid 
any  lapse  in  the  GSP  program.   Loss  of  GSP  duty-free  treatment 
would  immediately  increase  costs  for  U.S.  companies  and  eventually 
for  U.S.  consumers.   Moreover,  any  hiatus  in  the  program  reduces 
its  present  and  future  value  as  leverage  for  achieving  reform  of 
beneficiary  developing  country  practices  that  deny  adequate  and 
effective  protection  of  intellectual  property  rights.   If  the  GSP 
is  allowed  to  expire,  even  if  only  temporarily,  it  will  be  of 
diminished  value  to  developing  countries,  thereby  giving  the 
United  States  reduced  leverage  to  attain  valuable  objectives.   It 
will  also  create  uncertainty  that  diminishes  its  value  to  United 
States  manufacturers  who  utilize  the  program. 

To  prevent  any  lapse,  the  extension  or  renewal  should  be  made 
effective  promptly.   There  should  be  no  gap  in  the  program.   In 
other  words,  even  if  an  extension  is  not  in  place  by  July  4th  when 
the  program  expires,  a  provision  should  be  placed  in  the  renewal 
legislation  that  will  require  a  retroactive  effective  date  and 
explicitly  require  reliquidation  of  any  entries  that  become  final 
during  any  hiatus .   In  that  way,  the  program  will  remain  as 
effective  leverage  and  businesses  can  plan  for  a  "gap-free" 
extension. 

We  hope  that  a  retroactive  effective  date  will  not  be 
necessary.   We  strongly  believe  that  a  long-term  extension  of  the 
GSP  is  very  much  in  the  U.S.  interest.   Developing  countries  in 
Latin  America,  Asia  and  Africa  provide  the  fastest-growing  markets 
for  U.S.  exports.   Keeping  their  markets  open,  vibrant  and 
providing  adequate  and  effective  protection  of  intellectual 
property  rights  means  jobs  for  U.S.  workers.   Since  its  enactment, 
the  GSP  program  has  encouraged  developing  countries  to  provide 
adequate  protection  to  IPR  and  worker  rights.   The  GSP  program  of 
the  future  should  be  instrumental  in  helping  motivate  countries  to 
undertake  further  free  market  reforms,  particularly  in  the 
economies  of  Central  and  Eastern  Europe.   In  addition,  the  role 
that  the  GSP  could  play  in  aiding  the  republics  of  the  former 
Soviet  Union  is  among  the  issues  which  must  be  considered  in  the 
context  of  a  longer-term  extension  of  the  GSP  program. 

The  Coalition  intends  to  support  passage  of  authority  for  a 
longer-term  GSP  program  that  strengthens  U.S.  competitiveness  and 
promotes  development  of  free  enterprise  in  emerging  and  developing 
economies . 

The  annual  GSP  reviews  have  provided  U.S.  companies,  workers 
and  other  affected  parties  with  an  important  avenue  for 
petitioning  the  U.S.  Government  to  address  beneficiary  developing 
country  practices  affecting  IPR,  worker  rights  or  market  access 
for  U.S.  exports.   The  GSP  has  provided  a  flexible  tool  that 
enhances  U.S.  competitiveness  by  providing  duty-free  treatment  for 
certain  products  and  components  provided  that  they  are  not  import 
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sensitive,  while  also  advancing  the  economic  development  of 
developing  countries  in  ways  that  are  compatible  with  long-term 
U.S.  economic  interests. 

There  have  clearly  been  instances  where  the  GSP  has  been  a 
contributing  factor  in  beneficiary  countries'  consideration  of 
whether  to  take  action  to  improve  protection  of  intellectual 
property  rights  (IPR).   Mexico,  Singapore  and  Malta  provide  the 
clearest  examples  of  the  GSP  having  encouraged  countries  to 
improve  IPR  protection;  other  instances  where  the  GSP  played  a 
favorable  role  in  facilitating  countries'  willingness  to  respond 
to  U.S.  concerns  on  IPR  would  include  Brazil,  Argentina,  Chile 
and,  to  a  lesser  extent,  Indonesia.   In  each  case,  the 
availability  of  GSP  benefits  made  it  more  palatable  for  the 
countries  concerned  to  take  specific  (and  domestically  unpopular) 
actions . 

Mr.  Chairman,  the  United  States  Trade  Representative  has  a 
difficult  enough  time  negotiating  improvements  in  intellectual 
property  rights.   GSP  provides  potentially  valuable  leverage  for 
future  negotiations.   We  urge  Congress  not  to  unilaterally  disarm 
Ambassador  Kantor  of  any  leverage.   On  behalf  of  the  Coalition,  we 
look  forward  to  working  with  this  Subcommittee  and  other  Members 
of  Congress  to  achieve  a  short-term  "rollover"  of  the  program. 

Chairman  Gibbons.  Thank  you. 
Mr.  Cuza. 

STATEMENT  OF  FERMIN  CUZA,  VICE  PRESIDENT,  INTER- 
NATIONAL TRADE  AND  GOVERNMENT  AFFAIRS,  MATTEL, 
INC.,  EL  SEGUNDO,  CALIF.,  ON  BEHALF  OF  TOY  MANUFAC- 
TURERS OF  AMERICA 

Mr.  Cuza.  Thank  you,  Mr.  Chairman  and  members  of  the  Trade 
Subcommittee.  My  name  is  Fermin  Cuza,  and  I  am  the  vice  presi- 
dent of  international  trade  and  government  affairs  for  Mattel.  I  am 
appearing  today  on  behalf  of  the  Toy  Manufacturers  of  America,  an 
association  with  235  members  representing  the  vast  majority  of  the 
$9  billion  U.S.  toy  industry. 

TMA  strongly  endorses  the  renewal  of  the  GSP  program.  This 
program  has  been  instrumental  in  allowing  our  industry  to  source 
and  price  product  competitively,  and  as  such,  has  been  of  direct 
benefit  to  our  U.S.  work  force. 

My  company  has  been  an  especially  big  user  of  the  GSP  program. 
Mattel  is  the  world's  second  largest  toy  company,  with  sales  in  over 
100  countries.  We  have  operations  employing  over  2,000  U.S.  work- 
ers in  4  States  and  manufacturing  operations  in  5  foreign  coun- 
tries, including  the  GSP  beneficiary  countries  of  Malaysia,  Mexico, 
and  Indonesia.  Last  year,  Mattel  accounted  for  roughly  one-sixth  of 
our  industry's  total  GSP  imports  of  more  than  $600  million,  which 
resulted  in  a  duty  savings  of  over  $10  million  for  my  company 
alone. 

While  my  remarks  are  focused  on  the  importance  of  renewing  the 
GSP  program,  I  would  like  to  note  for  the  record  that  the  TMA  is 
also  strongly  supportive  of  the  other  major  issue  on  the  subcommit- 
tee's agenda  today;  namely,  extending  the  President's  fast-track  ne- 
gotiating authority  for  the  Uruguay  round. 
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The  U.S.  toy  industry  is  a  classic  example  of  how  the  GSP  pro- 
gram can  benefit  U.S.  operations  and  draw  investment  to  the  bene- 
ficiary economies  without  threatening  U.S.  jobs. 

During  the  past  2  decades,  the  U.S.  toy  industry  has  undergone 
a  long-term  rationalization  of  resources  so  that  most  U.S.  toy  com- 
panies are  now  thoroughly  internationalized.  The  principal  reasons 
for  this  transformation  are  the  volatility  of  the  U.S.  toy  market  and 
the  labor  intensity  of  the  toy  manufacturing  process. 

Most  toys  have  a  high  labor  content,  making  wage  rates  an  im- 
portant function  of  a  product's  competitiveness.  While  certain  as- 
pects of  toy  manufacturing  can  be  automated,  it  is  usually  uneco- 
nomical to  automate  an  entire  production  line  for  a  toy  because  its 
life  span  is  usually  so  brief.  Furthermore,  for  many  toys,  produc- 
tion will  always  entail  a  substantial  amount  of  manual  activities. 

In  the  late  1960's,  toys  produced  overseas  by  foreign  manufactur- 
ers began  gaining  U.S.  market  share  at  the  expense  of  U.S. -made 
toys  on  the  basis  of  lower  prices.  In  order  to  remain  competitive  at 
home,  U.S.  companies  were  forced  to  seek  out  new  sources  of  sup- 
ply from  lower-wage  countries.  At  the  same  time,  U.S.  companies 
were  attempting  to  make  inroads  into  international  markets  and 
found  again  that  in  order  to  be  competitive  in  foreign  markets,  they 
needed  to  supply  a  lower-cost  product. 

Consequently,  U.S.  companies  began  establishing  offshore  oper- 
ations and  sourcing  from  unrelated  foreign  vendors.  U.S.  compa- 
nies turned  first  to  Japan  as  an  alternative  source  of  supply,  and 
then  throughout  the  1970's,  increasingly  to  Hong  Kong,  Korea,  and 
Taiwan.  Eligibility  for  GSP  benefits — which  provided  duty  savings 
of  either  6.8  or  12  percent  on  most  toy  categories — were  a  signifi- 
cant factor  in  drawing  toy  investment  to  these  countries.  Later,  as 
labor  rates  in  these  countries  rose  sharply,  GSP  benefits  again  was 
a  factor  in  the  decision  to  turn  to  new  sources  of  supply  such  as 
Malaysia,  Thailand,  Mexico,  the  Philippines,  and  Indonesia. 

Today,  most  toys  selling  in  the  U.S.  market  are  made  offshore. 
It  is  important  to  note  that  the  production -related  jobs  that  have 
moved  offshore  will  not  return  to  the  United  States;  the  differential 
between  U.S.  and  offshore  wage  rates  is  simply  too  large.  Further- 
more, the  vagaries  of  the  U.S.  toy  market  make  it  essential  that 
companies  be  able  to  halt  production  of  a  toy  line  quickly,  shift  rap- 
idly to  more  competitive  sources  of  supply,  or  switch  to  newer  or 
more  successful  products. 

While  Mattel  and  many  other  toy  companies  have  relatively  few 
iobs  in  the  United  States  that  would  be  considered  production  jobs 
by  some  traditional  definitions,  we  employ  thousands  of  American 
workers  in  jobs  that  are  directly  tied  to  the  products'  creation  and 
bringing  them  to  the  market.  These  U.S.  jobs,  which  range  from 
preliminary  product  design  to  design  and  development  engineering, 
are  not  only  integral  to  the  task  of  producing  the  toy.  but  they  are 
the  very  types  of  technologically  advanced  and  high -value-added 
jobs  that  we  believe  our  Government  should  be  promoting. 

Mattel  has  been  an  active  participant  in  the  GSP  annual  review 
process  and,  through  these  efforts,  has  succeeded  in  expanding 
GSP  benefits  for  toys.  In  the  several  cases  our  company  has  partici- 
pated in  since  the  GSFs  first  renewal  in  1984.  we  have  consist- 
ently shown  that  there  is  no  significant  U.S.  production  of  the  sorts 
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of  toys  sourced  duty-free  under  the  GSP  and  that  expanded  GSP 
coverage  for  toys  benefits  U.S.  toy  companies  and  other  U.S.  eco- 
nomic interests. 

In  the  future,  the  GSP  program  will  be  an  important  factor  in 
many  companies'  sourcing  decisions  with  respect  to  China,  which 
currently  is  Mattel's  largest  single  foreign  supplier,  as  it  is  for  most 
U.S.  toy  companies.  During  the  past  5  years,  the  PRC  has  become 
our  industry's  dominant  supplier  for  several  reasons,  but  mostly 
because  its  labor  costs  are  so  much  lower  than  those  in  other  viable 
toy-producing  countries. 

If  the  GSP  program  is  not  renewed,  China  could  become  an  even 
more  attractive  site  for  toy  production.  Without  their  GSP  margin 
of  preferences,  beneficiary  country  suppliers,  such  as  those  owned 
by  Mattel  in  Indonesia,  Malaysia,  and  Mexico,  would  lag  even  fur- 
ther behind  the  PRC  as  competitive  locations  for  toy  production. 
This  change  in  competitive  conditions  would  present  our  industry 
with  difficult  choices  given  the  uncertainty  created  by  our  Govern- 
ment's continuing  threat  to  revoke  China's  MFN  status.  Do  we  sim- 
ply accept  the  substantial  duty  costs  and  keep  production  in  place 
in  beneficiary  countries?  Or  do  we  shift  still  more  production  to 
China  and  make  our  industry  increasingly  vulnerable  to  MFN 
sanctions? 

Finally,  we  would  like  to  stress  the  importance  of  enacting  re- 
newal legislation  before  the  program  expires  on  July  4,  less  than 
10  weeks  from  today.  This  is  a  matter  of  critical  importance  for  the 
toy  industry  since  the  height  of  the  Christmas  shipping  season  is 
the  period  from  July  through  September.  Purchasing  commitments 
for  the  1993  Christmas  season  already  have  been  made,  and  a 
change  in  prices  this  summer  would  present  especially  great  hard- 
ships for  manufacturers  and  retailers  in  our  industry.  Most  impor- 
tantly, because  of  this  timing  problem,  even  a  temporary  lapse  in 
the  GSP  program  is  likely  to  affect  the  prices  paid  by  U.S.  consum- 
ers this  Christmas  season. 

In  conclusion,  TMA  strongly  urges  that  Congress  pass  legislation 
extending  the  GSP  program  and  that  it  do  so  before  the  program 
expires  on  July  4. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  follows:] 
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STATEMENT  BY  TOY  MANUFACTURERS  OF  AMERICA 
IN  SUPPORT  OF  RENEWING  THE  U.S.  GSP  PROGRAM 

Presented  by  Mr.  Fermin  Cuza, 

Vice  President,  International  Trade  and  Government  Affairs 

Mattel,  Inc. 

April  27,  1993 


This  testimony  is  presented  on  behalf  of  the  Toy  Manufacturers  of  America  in 
response  to  the  Committee  on  Ways  &  Means  Subcommittee  on  Trade's  announce- 
ment of  April  15,  1993,  as  amended  by  its  announcement  of  April  21,  inviting 
testimony  on,  inter  alia,  an  extension  of  the  U.S.  Generalized  System  of  Preferences 
(GSP).   My  name  is  Fermin  Cuza,  and  1  am  the  Vice  President  of  International  Trade 
and  Government  Affairs  for  Mattel,  Inc.,  headquartered  in  El  Scgundo,  California. 

The  Toy  Manufacturers  of  America,  an  association  representing  235  members 
accounting  for  the  vast  majority  of  the  more  than  $9  billion  in  toys  sold  in  the  United 
States  last  year,  strongly  endorses  a  renewal  of  the  GSP  program.    As  detailed  in  this 
statement,  the  program  has  been  instrumental  in  enabling  our  industry  to  source  and 
price  product  competitively,  and  as  such  has  been  of  direct  benefit  to  our  U.S. 
workforce.   This  has  been  accomplished  at  no  harm  to  domestic  producers,  as  there  is 
little  U.S.  production  of  the  types  of  toys  imported  by  U.S.  toy  companies  free  of  duly 
under  the  GSP  program. 

My  company  has  been  an  especially  big  user  of  the  GSP  program.   Mattel  is 
the  world's  second-largest  toy  company,  with  sales  in  over  1(K)  countries.    We  have 
manufacturing,  distribution  or  sales  operations  in  four  stales  (California,  Illinois,  New 
York  and  Texas)  and  more  than  a  dozen  foreign  countries,  including  the  GSP 
beneficiary  countries  of  Malaysia,  Mexico  and  Indonesia.    Last  year,  Mattel  accounted 
for  roughly  one-sixth  of  our  industry's  total  GSP  imports  of  over  $600  million,  which 
resulted  in  a  duly  savings  of  over  $10  million  for  our  company  alone. 

While  my  remarks  arc  focusscd  on  the  importance  of  renewing  the  GSP 
program,  I  would  like  to  note  for  the  record  lhal  Ihc  TMA  is  strongly  supportive  of 
the  other  major  issue  on  the  Subcommittee's  agenda  today,  namely,  extending  the 
President's  fast-track  negotiating  authority  for  the  Uruguay  Round  of  multilateral 
trade  negotiations  under  ihe  General  Agreement  on  Tariffs  and  Trade  (GATT).   We 
believe  that  a  successful  Uruguay  Round  agreement  will  significantly  enhance  the 
global  competitiveness  of  U.S.  toy  companies,  particularly  through  the  results 
achieved  in  the  market  access  and  intellectual  properly  negotiations. 


GSP  Strengthens  the  Global  Competitiveness 
of  the  U.S.  Toy  Industry 

The  U.S.  toy  industry  is  a  classic  example  of  how  the  GSP  program  can 
benefit  U.S.  operations  and  draw  investment  to  beneficiary  economics  without 
threatening  U.S.  jobs.    As  discussed  below,  this  has  happened  because  the  U.S.  toy 
industry  is  highly  internationalized  and  has  evolved  so  that  complementary  functions 
are  conducted  in  the  United  Stales  and  beneficiary  countries. 

During  the  past  two  decades,  the  U.S.  toy  industry  has  undergone  a  long-term 
rationalization  of  resources  so  that  most  U.S.  loy  companies  arc  now  thoroughly 
internationalized.  The  principal  reasons  for  this  transformation  arc  the  volatility  of 
the  U.S.  toy  market  and  the  labor  intensity  of  the  toy  manufacturing  process. 
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The  volatility  of  the  U.S.  toy  market  is  illustrated  by  the  fact  that  the  lifespan  of  most 
successful  toy  lines  is  about  three  years;  those  that  are  unsuccessful  usually  die  within 
months  of  their  introduction. 

Most  toys  have  a  high  labor  content,  making  wage  rales  an  important  function 
of  a  product's  competitiveness.    While  certain  aspects  of  toy  manufacture  can  be 
automated,  it  is  usually  uneconomical  to  automate  an  entire  production  line  for  a  toy 
because  its  lifespan  is  usually  so  brief.    Furthermore,  for  many  toys,  production  will 
always  entail  a  substantial  amount  of  manual  activities. 

In  the  late  1960s,  toys  produced  overseas  by  foreign  manufacturers  began 
gaining  U.S.  market  share  at  the  expense  of  U.S. -made  toys  on  the  basis  of  lower 
prices.  In  order  to  remain  competitive  at  home,  U.S.  companies  were  forced  lo  seek 
out  new  sources  of  supply  from  lower-wage  countries.  At  the  same  time,  U.S. 
companies  were  attempting  to  make  inroads  into  international  markets  and  found 
again  that,  in  order  to  be  competitive  in  foreign  markets,  they  needed  to  supply  a 
lower-cost  product. 

Consequently,  U.S.  companies  began  establishing  offshore  operations  and 
sourcing  from  unrelated  foreign  vendors.    U.S.  companies  turned  first  lo  Japan  as  an 
alternative  source  of  supply  and  then,  throughout  the  1970s,  increasingly  to  Hong 
Kong,  Korea  and  Taiwan.    Eligibility  for  GSP  benefits    -  which  provided  duty  savings 
of  either  6.8  or  12  percent  on  most  toy  categories    -  were  a  significant  factor  in 
drawing  toy  investment  to  these  Asian  countries.    Later,  as  wage  rates  in  these 
countries  rose  sharply,  GSP  benefits  again  factored  into  toy  companies'  decisions  to 
turn  to  new  sources  of  supply  such  as  Malaysia.  Thailand,  Mexico,  the  Philippines  and 
Indonesia. 

Today,  most  toys  selling  in  the  U.S.  market  are  made  offshore.    It  is  important 
to  note  that  the  production-related  jobs  that  have  moved  offshore  will  not  return  to 
the  United  States;  the  differential  between  U.S.  and  offshore  wage  rates  is  simply  too 
large.    Furthermore,  the  vagaries  of  the  U.S.  toy  market  make  it  essential  that 
companies  be  able  lo  halt  production  of  a  toy  line  quickly,  shift  rapidly  to  more 
competitive  sources  of  supply,  or  switch  to  newer  or  more  successful  products. 

Although  most  toy  production  now  takes  place  overseas,  some  production  jobs 
remain  in  the  United  Slates.  These  arc  in  areas  of  the  toy  industry  in  which  the 
United  Stales  retains  important  competitive  advantages,  particularly  toys  whose 
manufacture  is  capital-  and/or  technology-intensive,  toys  whose  large  size  makes  them 
too  expensive  lo  ship  long  distances,  and  toys  selling' in  specialized  market  segments 
whose  manufacture  requires  sophisticated  production  techniques  and  strict  quality 
control. 

While  these  U.S.  production  jobs  probably  represent  a  minor  portion  of  our 
industry's  overall  employment,  there  nevertheless  remain  thousands  of  key  American 
jobs  in  the  U.S.  toy  industry.    Many  of  these  arc  critically  tied  to  imports. 
For  example,  while  Mattel  and  many  other  toy  companies  have  relatively  few  jobs  in 
the  United  Stales  that  would  be  considered  production  jobs  by  some  traditional 
definitions,  we  employ  thousands  of  workers  in  jobs  that  are  directly  tied  lo  the 
products'  creation  and  bringing  (hem  to  the  market.   These  U.S.  jobs,  which  range 
from  preliminary  product  design  to  design  and  development  engineering,  are  not  only 
integral  to  the  task  of  producing  the  toy,  they  are  the  very  types  of  technologically 
advanced  and  high-value-added  jobs  that  we  believe  our  government  should  be 
promoting. 
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Mattel's  Use  or  the  GSI>  Program 

Mallei  has  been  an  active  participant  in  the  GSP's  Annual  Review  process 
and,  through  these  efforts,  has  succeeded  in  expanding  GSP  benefits  for  toys.    In  the 
several  cases  our  company  has  participated  in  since  the  GSP's  first  renewal  in  I9K4, 
we  have  consistently  proven  that  there  is  no  significant  U.S.  production  of  the  sorts  of 
toys  sourccd  duty-free  under  the  GSP  and  that  expanded  GSP  coverage  lor  toys 
benefits  U.S.  toy  companies  and  other  economic  interests. 

Currently,  Mattel  sources  product  from  four  GSP  beneficiary  countries: 
Malaysia,  Mexico,  Indonesia  and  Thailand.    With  the  exception  of  Thailand,  Mattel 
operates  wholly  owned  subsidiaries  in  these  GSP  beneficiaries  that  manufacture  a 
wide  array  of  Mattel  products  including  Barbie,  Ken  ami  Hot  Wtieels. 

In  1992,  Mattel  imported  over  $I(K)  million  worth  of  toys  GSP-free  which,  as 
mentioned  above,  yielded  duly  savings  of  over  $10  million.    These  duly  savings 
enabled  us  to  price  these  products  competitively  and  were  an  important  reason  that 
our  sales  attained  record  levels. 

In  the  future,  the  GSP  program  will  be  an  important  factor  in  Mallei's 
sourcing  decisions  with  respect  to  China,  which  currently  is  Mallei's  largest  single 
foreign  supplier  as  il  is  for  most  U.S.  toy  companies.    During  ihe  past  live  years,  the 
PRC  has  become  our  industry's  dominant  supplier  lor  several  reasons,  bul  mostly 
because  its  labor  costs  are  so  much  lower  than  those  in  other  viable  loy  suppliers. 
Labor  costs  in  China  arc  so  low  that,  in  many  cases,  they  offset  the  advantage 
provided  by  the  GSP's  margin  of  preference. 

If  the  U.S.  GSP  program  is  nol  renewed,  China  could  become  an  even  more 
attractive  site  for  toy  production.    Without  their  GSP  margin  of  preferences,  benefi- 
ciary country  suppliers  -  such  as  those  owned  by  Mattel  in  Indonesia,  Malaysia  and 
Mexico  —  would  lag  even  further  behind  the  PRC  as  a  competitive  location  for  toy 
production.  This  change  in  competitive  conditions  would  present  our  industry  wilh 
difficult  choices  given  the  uncertainty  created  by  our  government's  continuing  threal 
to  revoke  China's  most-favorcd-nalion  (MFN)  stalus.   Do  we  simply  accept  the 
substantial  duly  costs  and  keep  production  in  place  in  beneficiary  countries,  or  do  we 
shift  still  more  production  to  China  and  make  our  industry  increasingly  vulnerable  to 
MFN  sanctions? 


Conclusion 

For  the  foregoing  reasons.  TMA  urges  thai  the  GSP  program  be  renewed.    In 
this  regard,  we  would  like  to  stress  Ihe  importance  of  ihis  issue  to  our  sector  given  its 
high  MFN  rales  of  duty  of  6.8  to  12  percent  versus  the  less  than  5  percent  average 
U.S.  tariff  for  all  producls.   The  application  of  these  duties  lo  GSP  beneficiary 
countries  would  undermine  the  ability  of  U.S.  loy  companies  lo  maintain  our  leader- 
ship role  in  world  markets. 

Finally,  we  also  would  like  lo  stress  the  importance  of  enacting  renewal 
legislation  before  the  program  expires  on  July  4  -  less  than  ten  weeks  from  loday. 
This  is  a  mailer  of  critical  importance  for  our  industry  since  the  height  of  the 
Christmas  shipping  season  is  Ihe  period  July  through  September.    Purchasing  commit- 
ments for  the  1993  Christmas  season  already  have  been  made,  and  a  change  in  prices 
this  summer  would  present  especially  grcal  hardships  for  manufacturers  and  retailers 
in  our  industry.    Mosl  importantly,  because  of  this  liming  problem,  even  a  temporary 
lapse  in  the  GSP  program  is  likely  to  affect  the  prices  paid  by  U.S.  consumers 
throughout  this  year's  Christmas  season. 


69-455  0-93-4 
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Chairman  Gibbons.  Thank  you. 
Mr.  Nelsen. 

STATEMENT  OF  PETER  T.  NELSEN,  PRESIDENT, 
INTERNATIONAL  TRADE  COUNCIL 

Mr.  Nelsen.  Thank  you,  Mr.  Chairman.  We  thank  you  for  the 
opportunity  to  present  testimony  at  this  time  on  this  very  impor- 
tant issue. 

The  International  Trade  Council  represents  about  850  companies 
in  49  of  the  50  States.  It  is  a  broad  cross-section  of  manufacturing 
and  service  companies.  We  started  out  in  1976  as  the  Agricultural 
Trade  Council,  and  majority  of  our  members  are  still  in  food  pro- 
duction. But  it  includes  practically  everything  other  than  military 
and  outer  space. 

I  would  like  to  submit  our  statement  for  the  record  and  summa- 
rize because  much  of  what  is  in  there  has  already  been  said. 

Just  for  the  short  version  of  it,  we  strongly  recommend  the  re- 
newal of  GATT.  The  problem  of  not  having  the  GATT,  as  vou  men- 
tioned yourself  before,  is  far  worse  than  having  some  GATT.  And 
the  one  thing  that  we  might  be  able  to  add  to  the  dialog  is  that 
after  7  years  of  negotiation,  we  can  maybe  sign  off  on  those  things 
that  we  have  agreement  on  and  leave  the  other  parts  to  the  next 
round. 

In  the  7  years  that  have  transpired,  millions  of  dollars  and  mil- 
lions of  jobs  have  been  lost  because  of  the  limited  trade  that  has 
taken  place  without  agreements  in  agriculture,  particularly  in  serv- 
ices, and  a  lot  of  problems  have  arisen  out  of  the  intellectual  prop- 
erty void  in  the  agreement.  So  by  all  means,  we  ought  to  with  what 
is  available  that  we  can  reach  agreement  on.  If  the  French  farmers 
want  to  hold  out  and  some  of  the  labor  unions  here  want  to  hold 
out,  well,  let's  go  with  the  rest  of  it. 

We  are  here  primarily  to  talk  about  the  GSP,  but  let  me  just 
mention  one  other  thing.  About  2,000  companies  have  already  gone 
to  Mexico  and  offshore  locations,  be  it  Thailand,  be  it  Philippines, 
and  whatever.  If  we  don't  reach  agreement  on  the  GATT,  GSP,  and 
some  of  the  other  trade  issues  on  the  table  now,  it  will  encourage 
more  companies  to  go  offshore  to  have  access  to  those  markets 
rather  than  producing  here  and  exporting  in  its  entirety. 

On  the  issue  on  tariffs:  Really,  tariffs  are  a  tax  upon  the 
consumer,  and  some  of  the  legislation  that  has  been  passed  ap- 
pears to  be  more  an  attempt  to  increase  revenue.  About  2.5  percent 
of  our  Federal  budget  comes  from  tariffs. 

[The  following  was  subsequently  received:] 

Our  tariff  schedule,  in  spite  of  some  changes,  is  an  anachronism  that  dates  back 
before  World  War  I  when  there  was  no  income  tax  and  the  entire  budget  of  the  Gov- 
ernment was  generated  from  tariffs.  Tariffs  should  be  reduced  to  1  percent,  just 
enough  to  cover  the  operating  cost  of  the  Customs  Service  which  is  responsible  for 
controlling  trade  in  contraband  and  defense  sensitive  material. 

The  objective  there  should  be  to  encourage  the  creation  of  trading 
partners,  which  leads  us  to  the  GSP. 

There  are  141  countries  presently  that  receive  GSP  benefits. 
There  are  about  a  dozen  countries,  I  think,  that  had  GSP  benefits 
and  have  graduated  into  regular  trading  partners  of  the  United 
States,  such  as  Korea,  Taiwan  and  so  on. 
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It  is  far  better  to  support  the  development  of  the  world  with 
trade  rather  than  aid.  One  of  the  questions  on  the  GSP  is  how  are 
we  going  to  make  up  for  the  $700  million  that  would  be  lost  if  the 
program  is  extended.  The  answer  is  from  the  $16  billion  foreign  aid 
program.  We  ought  to  review  the  foreign  aid  program,  which  was 
set  up  for  humanitarian  help,  but  it,  over  the  years,  became  a  tool 
of  the  State  Department,  and  we  distribute  the  foreign  aid  program 
to  benefit  our  political  aims  rather  than  our  humanitarian  aid. 

Therefore,  if  there  is  any  objection  to  $700  million  being  lost, 
there  is  $16  billion  in  the  foreign  aid  program  that  could  be  redi- 
rected. 

One  of  the  main  benefits  of  the  GSP  program  is  the  fact  that  it 
reduces  inflation,  it  is  a  great  benefit  to  the  consumer  to  obtain 
products  that  otherwise  would  be  more  expensive  and  out  of  their 
reach.  In  other  words,  it  improves  the  quality  of  life  of  our  low-in- 
come portion  of  the  population. 

[The  following  was  subsequently  received:] 

There  are  approximately  20  countries  that  extend  GSP  benefits  to  the  LDC'a.  It 
would  be  politically  embarrassing  if  we  did  not  continue  the  GSP  from  a  humani- 
tarian aspect  and  it  would  be  detrimental  to  U.S.  trading  companies  and  U.S.  con- 
sumers. Therefore,  if  opposing  voices  object,  we  submit  the  following  proposal: 

GSP  rights  will  be  granted  to  any  country  that  meets  the  criteria  outlined  in 
the  Act  provided  that  they  will  permit  U.S.  producers  of  products,  commodities 
and  service  at  tariffs  or  other  fees  no  higher  than  what  the  country  charges  any 
other  country  who  may  have  preferential  trade  agreements  or  other  fee  agree- 
ments to  export  to  that  country. 
It  may  be  asked:  Why  not  free  access?  there  are  many  LDCs  who  have  no  effec- 
tive individual  tax  collecting  system.  If  they  could  not  collect  import  and  export  fees, 
they  would  not  have  money  to  run  their  governments.  Many  of  these  countries  have 
preferential  agreement  such  as  ex-British  colonies  in  the  Commonwealth  system 
and  ex-French  colonies  with  the  French  banking  and  trading  system.  Therefore,  if 
the  U.S.  gives  them  free  access  to  our  markets,  then  the  U.S.  producers  should  have 
the  best  possible  access  to  their  markets. 

Everything  else  I  think  has  been  said.  Let  me  mention  a  couple 
of  things  on  the  Trade  Adjustment  Act.  I  think  nobody  today  has 
covered  that  yet,  since  it  is  on  your  schedule. 

Trade  Adjustment  Act  money  ought  to  be  going  to  retraining  of 
U.S.  workers  rather  than  just  compensation  for  them  losing  a  job. 
There  is  a  bill  kicking  around  for  retraining  of  workers  who  have 
lost  their  jobs,  whether  it  is  through  down  sizing  or  plants  moving 
overseas,  whatever,  and  the  moneys  that  goes  into  trade  adjust- 
ment ought  to  be  used  only  for  specific  retraining. 

There  is  no  point  in  retraining  people  unless  they  are  being 
trained  for  a  specific  job.  The  objective  there  ought  to  be  to  make 
moneys  available  to  companies  who  will  give  an  individual  a  job  if 
he  is  properly  trained  for  that  position. 

We  have  lots  of  highly  skilled  workers,  for  example,  ex-Boeing 
employees  and  ex-defense  industry  employees  in  general,  who  are 
extremely  well  trained,  and  what  else  are  we  going  to  send  them 
to  school  for  if  it  isn't  for  a  specific  occupation?  The  Trade  Adjust- 
ment Act  expires  in  September.  There  is  enough  time,  if  the  will 
exists  in  Congress,  to  rewrite  it  with  a  little  more  good  logic. 

With  that,  I  will  conclude  my  remarks,  and  we  will  be  glad  to 
submit  additional  information  if  you  would  like. 

[The  prepared  statement  follows:] 
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INTERNATIONAL  TRADE  COUNCIL 

Statement  of  Peter  T.  Nelsen,  President 

International  Trade  Council 

Before  the 

U.  S.  House  of  Representatives 

Committee  on  Ways  and  Means 

Subcommittee  on  Trade 

April  27,  1993 

-Extension  of  Fast  Track  of  the  GATT 

-Extension  of  the  General  System  of  Preferences  (GSP) 

-Trade  Adjustment  Assistance  for  Workers 

Mr.  Chairman  and  Members  of  the  Committee.  We  thank  you  for  this 
opportunity  to  appear  and  present  testimony  before  the  Subcommittee  on  Trade  of 
the  Committee  on  Ways  and  Means. 

The  International  Trade  Council  (ITC)  is  a  non-profit  trade  association  with 
member  companies  in  49  of  the  50  states  who  produce  products  and  services  for 
the  world  market.  We  have  both  exporting  and  importing  companies  and  some 
who  both  export  and  import.  The  member  companies  include  both  large,  medium 
and  small  producers.  All  of  the  companies  and  their  employees  are  affected  by  the 
legislation  that  your  Committee  passes  or  rejects. 

ITC  has  testified  four  times  over  the  past  several  years  on  the  subject  of  the 
General  Agreement  on  Tariffs  and  Trade  (GATT)  and  the  benefits  that  will  derive 
to  the  United  States  and  our  producers  with  the  planned  passage  of  the  new 
sections  on  agriculture,  services  and  the  intellectual  property  provisions. 

The  gridlock  that  has  lasted  for  four  years  now  as  a  result  of  the 
intransigence  of  special  interest  groups  such  as  the  French  farmers,  some  labor 
unions  here  and  single  industries  both  here  in  the  United  States  and  overseas,  has 
cost  the  majority  of  the  United  States  industries  hundreds  of  millions  of  dollars  and 
millions  of  jobs  in  lost  opportunities  during  this  time. 

Mr.  Chairman,  ITC  urges  the  House  Ways  and  Means  Committee  to 
recommend  an  extension  of  the  fast  track  as  necessary  and  to  advise  Mickey 
Kantor  and  the  Special  Trade  Representatives  office  to  settle  and  sign  with  its 
opposite  representatives  overseas,  in  short  time,  those  items  upon  which  agreement 
can  be  reached  and  leave  off  for  the  next  round  those  items  that  have  deadlocked 
the  entire  Urugary  Round  until  now.  In  this  case,  part  of  a  pie  is  better  than  no 
pie  and  a  partial  agreement  would  create  new  productivity  and  employment  in  the 

United  States. 

********** 

The  General  System  of  Preferences  (GSP)  is  due  to  expire  on  July  4,  1993. 
It  is  important  to  the  U.  S.  economy,  both  the  business  sector  and  the  U.  S. 
consumer  that  the  GSP  be  renewed.  We,  therefore,  urge  a  short  term  extension 
to  the  program,  sufficient  to  review  and  update  the  legislation. 

The  GSP  creates  economic  development  in  141  less  developed  countries 
(LDC's)  and  enables  these  countries  to  earn  dollars  with  which  they  can  buy  U. 
S.  exports.  The  GSP  permits  the  U.  S.  to  implement  U.  S.  trade  policies  and 
international  trade  law  such  as  intellectual  property  rules,  banking  laws  and 
contract  treaties. 

The  GSP  creates  industrialization,  economic  growth  and  international  as  well 
as  domestic  commerce;  thereby  reducing  and  eventually  eliminating  the  need  for 
foreign  aid.  There  are  numerous  examples  of  LDC's  who  are  now  industrialized 
and  who  have  become  self  sufficient  economies,  in  part  as  a  result  of  our  GSP  and 
Aid  programs  who  are  now  good  trading  partners  of  the  U.S.A. 
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The  GSP  is  used  not  only  for  finished  products  for  the  world  market  not 
only  by  the  United  States.  The  European  community  countries  and  Japan  have 
similar  GSP  laws.  The  program  also  permits  U.  S.  producers  to  import 
commodities  and  parts  which  go  into  U.  S.  manufactured  products,  produced  here 
for  the  world  market,  thus  creating  employment  here  and  making  U.  S.  producers 
competitive  in  the  world  market. 

The  GSP  permits  4400  different  product  categories  to  be  imported,  most  of 
which  are  consumer  goods.  They  are  a  significant  factor  in  keeping  our  consumer 
prices  down,  thereby  improving  the  quality  of  life  for  a  portion  of  our  population 
who  could  not  afford  many  of  the  items  at  higher  prices. 

The  last  time  the  GSP  rules  were  changed  Intellectual  Property  Rules, 
workers'  rights  and  ILO  rules  were  added. 

ITC  herewith  suggests  the  following  new  rule:  That  in  return  for  duty  free 
access  to  the  U.  S.  market,  the  GSP  countries  will  agree  to  permit  U.  S.  exports 
to  their  country  at  a  rate  of  import  duty  equal  to  the  lowest  rate  that  they  impose 
on  any  other  country. 

The  reason  for  that,  rather  than  zero  import  duty,  is  that  many  LDC's  still 
depend  entirely  on  import  duties  and  export  taxes  to  pay  for  their  government 
operating  costs,  just  as  the  U.  S.  did  prior  to  World  War  I.  The  proposed  rule 
would  apply  particularly  to  ex-French  and  ex-British  colonies  who  give  preferential 
rates  to  their  ex-colonial  powers,  and  to  regional  trade  agreements. 

A  six  month  extension  will  cost  the  U.  S.  Treasury  600  to  700  billion 
dollars.  It  would  be  most  logical  to  deduct  that  amount  from  the  U.  S.  foreign  aid 
program  budget.  The  entire  Foreign  Aid  program  needs  to  be  reviewed.  It  served 
as  a  policy  tool  of  the  State  Department  during  the  cold  war  to  induce  countries 
to  side  with  the  U.S.  rather  than  the  U.S.S.R.  and  for  other  political  reasons  such 
as  the  extraordinary  amounts  given  to  Israel  and  Egypt. 

The  world  has  changed  and  original  intent  of  humanitarian  help  is  still  valid 
but  the  methods  should  be  revised  to  assist  enterprise  in  those  countries  rather  than 

grants  to  the  governments. 

******** 

The  Trade  Adjustment  Assistance  (TAA)  program  which  terminates  on 
September  30,  1993  should  be  combined  with  the  newly  proposed  job  retraining 
program.  There  is  enough  time  to  formulate  legislation  in  the  next  five  months  so 
that  no  temporary  legislation  seems  to  be  needed. 

Laid  off  workers  receive  unemployment  insurance  and  trade  adjustment 
assistance  would  be  just  a  wasteful  redistribution  of  taxpayers'  money  unless  it  is 
used  to  retrain  workers  into  a  skill  area  where  jobs  exist.  Therefore,  it  would  be 
better  used  as  matching  funds  for  companies  who  will  agree  to  hire  the  workers 
when  they  satisfactorily  complete  their  training. 

The  GATT,  the  GSP  and  the  TAA  are  all  key  building  blocks  that  can 
improve  the  rules  of  economic  engagement  to  improve  the  quality  of  life  in  the 
U.S.A.  and  around  the  world  and  thereby  avoid  the  expansions  of  military 
engagements.  We  are  reminded  of  Cordell  Hull's  statement  a  half  century  ago  that 
"Where  trade  will  not  cross  borders  --  guns  will." 

We  thank  you  again,  Mr.  Chairman,  for  the  opportunity  to  present  testimony 
on  these  important  subjects.  We  will  be  glad  to  submit  further  information  or 
analysis  for  the  record  if  you  wish. 
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Chairman  Gibbons.  Thank  you,  sir. 
Ms.  Wiss. 

STATEMENT  OF  MARCIA  A.  WISS,  GENERAL  COUNSEL  AND 
LEGISLATIVE  DIRECTOR,  CANNED  &  COOKED  MEAT  IM- 
PORTERS ASSOCIATION 

Ms.  Wiss.  Thank  you,  Mr.  Chairman.  I  am  Marcia  Wiss,  the  gen- 
eral counsel  and  legislative  director  of  the  Canned  &  Cooked  Meat 
Importers  Association.  I  am  also  a  partner  in  a  law  firm,  that  of 
Whitman  &  Ransom. 

I  am  here  today  to  urge  the  renewal  and  extension  of  the  gener- 
alized system  of  preferences,  a  system  providing  for  duty-free  treat- 
ment for  goods  entering  the  United  States  from  developing  coun- 
tries. 

There  are  many  reasons  to  support  the  continuation  of  GSP. 
Chief  among  them  are  that  it,  one,  maintains  and  creates  jobs  in 
the  United  States.  This  is  a  jobs  bill. 

Two,  it  controls  costs  to  producers  and  consumers. 

Three,  it  enhances  the  competitiveness  of  U.S.  producers  and 
workers. 

The  benefits  of  GSP  are  not  available  to  import-sensitive  prod- 
ucts or  to  countries  which  are  highly  competitive  in  a  particular  in- 
dustry. Therefore,  the  benefits  of  the  program  are  strongly  focused 
on  U.S.  jobs  and  U.S.  competitiveness. 

Our  major  competitors  overseas  have  their  own  systems  of  pref- 
erences for  goods  imported  from  developing  countries.  Therefore,  to 
remove  this  benefit  from  U.S.  producers  and  consumers  would  be 
to  place  U.S.  industry  at  a  competitive  disadvantage. 

Let  me  give  you  some  background  on  the  Canned  &  Cooked  Meat 
Importers  Association,  or  CCMIA,  as  it  is  known. 

CCMIA  is  a  trade  association  of  substantially  all  the  U.S.  compa- 
nies engaged  in  the  importation,  not  for  their  own  use,  into  the 
United  States  of  canned  and  cooked  frozen  meat  from  South  Amer- 
ica, primarily  from  Brazil,  Argentina,  and  Uruguay. 

In  addition  to  the  importers,  who  are  the  regular  members  of  the 
association,  CCMIA  is  also  composed  of  service  members,  such  as 
customs  brokers,  shipping  lines  and  other  carriers,  warehousers, 
freight  forwarders,  and  other  companies  which  assist  in  the  impor- 
tation of  beef  from  South  America.  The  association  is  a  District  of 
Columbia  nonprofit  corporation  founded  more  than  35  years  ago. 

CCMIA  strongly  supports  GSP  because  it  greatly  facilitates  the 
importation  of  two  of  the  key  products  imported  Dy  its  members 
into  the  United  States.  The  principal  such  product  is  canned  corned 
beef,  which  is  a  traditional  export  from  Brazil,  Argentina,  and  Uru- 
guay. The  industry  in  South  America  was  developed  over  100  years 
ago  by  an  American,  Mr.  Libby,  who  developed  Libby's  canned 
corned  beef.  The  product  is  familiar  to  the  consumer  in  the  retail 
12-ounce  trapezoidal  can.  Over  the  past  several  years,  this  trade 
has  represented  approximately  $75  to  $100  million  annually  in  im- 
ports into  the  United  States. 

Canned  corned  beef  provides  an  economical  source  of  meat  pro- 
tein primarily  consumed  by  low-income  blue-collar  customers  and 
senior  citizens.  A  recent  market  survey  compiled  by  the  Nielsen 
Market  Research  Co.  shows  that  canned  corned  beef  and  canned 
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corned  beef  hash  are  predominantly  used  by  minority  ethnic 
groups,  who  can  least  afford  the  impact  of  price  increases  on  the 
foods  tney  eat 

Canned  corned  beef  has  traditionally  been  an  important  low-cost 
source  of  meat  protein,  25  to  27  percent,  with  a  low-fat  content,  10 
to  13  percent,  for  low-income  families.  Were  GSP  to  expire,  the 
costs  of  a  typical  $1.79  can  of  12-ounce  corned  beef  would  increase 
by  about  8  to  10  cents.  Canned  corned  beef  hash,  which  requires 
a  meat  content  of  35  percent  cooked  meat,  would  increase  by  3  to 
4  cents  for  a  typical  $1.49  can. 

Canned  corned  beef  would  be  particularly  hard  hit  were  GSP  to 
expire  since  the  duty  of  7.5  percent  is  a  relatively  high  duty  for  this 
kind  of  product 

We  do  understand  that  it  is  the  subject  of  a  zero  duty  offer  in 
the  Uruguay  round  in  major  part  because  it  does  not  compete  with 
any  U.S. -produced  product 

Canned  corned  beef  does  not  compete  with  any  U.S. -produced 
product,  a  fact  which  was  confirmed  by  the  U.S.  Government  in  a 
rinding  several  years  ago  that  no  like  or  directly  competitive  prod- 
uct is  produced  in  the  United  States.  This  is  due  primarily  to  the 
health  rules  enforced  by  the  United  States  Department  of  Agri- 
culture requiring  that  the  product  be  cooked  to  a  minimum  of  167 
degrees  Fahrenheit  This  retorting  process  results  in  a  high-pro- 
tein, low-fat  product  since  the  fat  is  cooked  off  during  the  cooking 
Erocess.  No  canned  corned  beef  is  produced  in  the  United  States 
ecause  U.S.  producers  are  not  required  to  retort  beef  and  to  do  is 
not  economical. 

Recently,  during  the  special  GSP  review  for  the  Eastern  and 
Central  European  countries,  canned  cooked  beef,  as  opposed  to 
canned  cornea  beef,  was  also  added  to  the  list  of  GSP-eligible 
items,  with  the  caveat  that  product  produced  in  Argentina  was  ex- 
cluded due  to  its  perceived  competitiveness.  Therefore,  canned 
cooked  beef  from  Brazil  and  Uruguay  is  now  eligible  for  duty-free 
treatment  under  GSP. 

In  summary,  CCMIA  strongly  supports  renewal  and  extension  of 
GSP  since  it:  promotes  U.S.  jobs  and  economic  competitiveness; 
provides  an  economical,  low-cost  source  of  meat  protein  for  low-in- 
come consumers;  and  it  does  not  harm  U.S.  business  since  it  does 
not  apply  to  import-sensitive  goods. 

Thank  you. 

Chairman  Gibbons.  Well,  thank  you,  and  I  thank  all  the  mem- 
bers of  the  panel. 

This  concludes  the  subcommittee's  hearing  on  the  administra- 
tion's request  for  fast-track  extension  and  on  other  expiring  provi- 
sions of  the  Trade  Act.  The  record  of  the  hearing  will  also  close  at 
the  close  of  business  today. 

I  thank  all  of  you  for  coming  and  for  your  participation. 

[Whereupon,  at  12:01  p.m.,  the  hearing  was  adjourned.] 

[Submissions  for  the  record  follow:] 
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AGORA  INTERNATIONAL  LTD. 

184-10  JAMAICA  AVE.,  HOLLIS,  NT  1 1423 


TOLL-FREE  800  223-5825       TEL.  (M.T.  STATE):  718  454  7700       TELEX.  DYNAMIC6647SUW       CABLE:  ENGEL-AGORA       FAX:  1 -718  2 17-7 184 


APRIL    29    1993 


The  Honorable  Dan  Rostenkowski 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 


Dear  Representative  Rosetenkowski , 

I'm  writing  this  letter  with  deep  concern  after  I  heard  that  the 
GSP  System  will  die  July  4th  this  year. 

I  don't  consider  myself  to  be  an  economist,  but  as  a  simple 
businessman  I  can  see  the  following  negative  results  if  the  above 
will  happen. 

DA  threat  for  a  sizable  reduction  of  our  business  dealing  in 
Stationery,  School  Supplies,  Writing  Supplies,  Educational 
Art  Materials  etc..  which  are  all  imported. 

2)In  such  case,  part  of  our  office  staff  and  a  bigger  part  yet  of 
our  warehouse  employees  will  have  to  be  laid  off  and  thus  be 
added  to  the  big  number  of  umemployed  people  we  have  now  in 
this  country. 

3)As  we  cater  to  stores  and  chains  who  serve  the  low  income 

class  who  make  merchandise  available  to  them  at  very  fair  and 
low  prices,  we  feel  that  this  merchandise  will  now  have  to  go 
up  on  price  substantially  and  create  hardship  to  these  people 
as  well  as  be  a  part  of  inflation  trend. 

4)Reduction  of  activities  will  also  cause  reduction  of  Trucking, 
Distribution  Personel  and  services  as  well  as  Banking  and 
all  related  offices  such  as  Custom  Broker's,  Pier  Workers  etc. 

As  importer's  of  merchandise'  from  these  countries  now  in  danger 
to  be  removed  from  GSP  system,  such  as,  Indonesia,  Malaysia, 
Thailand,  Brazil,  India  and  Israel,  we  appeal  to  you  to  do 
everything  in  your  power  to  extend  this  system  at  least  for  one 
more  year  during  which  time  it  could  be  replaced  with  a  new  fair 
system  which  is  good  for  this  country  and  its  people  as  well  as 
for  our  friends  overseas. 


>resi dent 

IMPORTERS  EXPORTERS  MANUEACTURERS  «  DISTRIBUTORS  SERVING  THE  VOLUME  TRADE  IN 
SCHOOL  SUPPLIES.  STATIONERY  PAPER  PRODUCTS  PHOTO  ALBUMS  FRAMES  AND  GENERAL  MERCHANDISE 
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April  28,  1993 

Ms.  Mary  Jane  Wignot 

Professional  Assistant 

House  Trade  Subcommittee 

1136  Long  worth  House  Office  Building 

Washington,  D.C.  20515 


Dear  Ms.  Wignot: 

According  to  Ambassador  Kantor,  the  President  is  requesting  a  15-month  renewal  of  the 
authority  for  the  Generalized  System  of  Preferences  (GSP)  program,  which  expires  in 
July  of  this  year. 


980  Nimh  Street 


The  Alliance  of  Western  Milk  Producers  is  the  trade  association  which 
represents  80  percent  of  the  dairymen  and  90  percent  of  the  milk  produced 
in  California.   The  Alliance  recently  adopted  a  resolution  stating  as  its 
position  that  dairy  products  should  be  exempt  from  the  GSP  program.   We 
THE  ALLIANCE         as^L  vou  to  'ceeP  tms  P0^011  in  mind  as  the  Congress  considers  the 
♦  of  ([sun  mti  piooiKfts  «■         reauthorization  of  the  GSP  program.    If  the  Congress  determines  to  make 
policy  changes  in  the  program,  we  strongly  urge  you  to  support  an 
exemption  for  dairy  products. 


Sacramento.  CA 


As  you  know,  the  federal  government  operates  a  support  program  for  U.S. -produced 
milk.    The  1990  Farm  Bill  made  U.S.  dairy  producers  financially  responsible  for  support 
program  purchases  in  excess  of  7  billion  pounds  milk  equivalent.   Under  the  1990  Budget 
Reconciliation  Act,  U.S.  dairymen  pay  assessments  which  are  used  to  offset  dairy 
program  costs.    For  these  reasons,  it  is  difficult  to  justify  to  U.S.  dairymen  that  foreign 
dairy  products  be  allowed  to  enter  the  U.S.  market  duty-free  when  those  imports  will 
take  the  place  of  domestic  dairy  products  -  and  thus  lead  to  domestic  producers  not  only 
losing  market  to  these  imports,  but  essentially  paying  for  their  impact  on  support  program 
outlays  as  well. 

The  U.S.  dairy  industry  is  moving  toward  a  more  market-oriented  approach.   The 
ongoing  negotiations  in  the  Uruguay  Round  of  the  General  Agreement  on  Tariffs  and 
Trade  (GATT)  are  addressing  the  support  structure  for  the  dairy  industry  of  the  U.S.,  as 
well  as  that  of  other  countries.   The  GATT  negotiations  are  clearly  the  appropriate  forum 
to  address  the  relative  treatment  of  subsidized  commodities  by  the  various  member 
countries.    Such  a  complicated  and  multi-faceted  analysis  cannot  be  adequately  or  fairly 
handled  on  a  piece-meal  basis  in  the  context  of  the  GSP  program. 

The  Alliance  of  Western  Milk  Producers  appreciates  your  attention  to  this  matter.    If  we 
can  provide  any  further  information  on  our  position,  we  will  be  pleased  to  do  so. 

Sincerely, 


C-James  E.  Tillison 
Executive  Director/CEO 


016)449-094] 


+49-9046 
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The  Aluminum  Association 


900  19th  Street.  NW  Phone  (202)  862-5100 

Washington.  DC  20006  Fax  (202)  862-5164 


April  20,  1993 


The  Honorable  Dan  Rontenkowski 
Chairman,  House  Ways  and  Means  Committee 
U.S.  House  of  Representatives 
Washington,  D.C.   20515 

Dear  Mr.  Chairman: 

The  U.S.  aluminum  industry,  an  ardent  supporter  of  the 
Uruguay  Round  multilateral  negotiations,  applauds  The  Clinton 
Administration's  decision  to  seek  renewal  of  "fast-track" 
authority.   We  are  also  hopeful  this  extension  will  bring  about  a 
successful  conclusion  of  these  most  important  international  trade 
talks. 

Member  companies  of  the  The  Aluminum  Association  believe 
that  the  future  of  the  U.S.  industry  absolutely  depends  on  their 
ability  to  compete  in  the  international  market.   As  you  know,  we 
have  been  an  active  player  in  the  Uruguay  Round  negotiations  and 
were  an  early  supporter  of  zero-for-zero  tariffs. 

We  continue  to  support  the  removal  of  all  trade  barriers. 
An  open,  fully  accessible  world  market  for  aluminum  is  in  the 
best  long-term  interests  of  all  aluminum  producers,  fabricators, 
and  consumers. 

We  are  vitally  concerned  about  the  outcome  of  the 
international  trade  negotiations  and  stand  readv  to  work  with  you 
on  this  and  other  issues  of  importance  to  the  U.S.  aluminum 
industrv. 


-?iX*~r 


David  N.  Parker 
President 
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American  Automobile  Manufacturers  Association 

1620  Bye  Street  N.W..  Suite  1000    •    Washington.  DC    20006 
TeL  No.  202-775-2700    •    Fax  No.  202-775-2710 


April  28,  1993 


The  Honorable  Dan  Rostenkowski 
U.S.  House  of  Representatives 
Washington,  D.C.   20515 

Dear  Mr.  Rostenkowski: 

The  American  Automobile  Manufacturers  Association  (AAMA),  the  trade  association  for 
the  domestic  automobile  industry,  urges  you,  as  a  member  of  the  House  Ways  and  Means 
Committee,  to  quickly  approve  the  extension  of  the  Generalized  System  of  Preferences  (GSP) 
program  before  its  expiration  on  July  4,  1993. 

AAMA's  member  companies,  Chrysler  Corporation,  Ford  Motor  Company,  and  General 
Motors  Corporation,  have  supported  the  GSP  program  for  many  years.  All  three  companies  rely 
on  GSP  to  make  our  products  more  competitive  in  the  global  automotive  market.  If  GSP  benefits 
are  allowed  to  lapse  in  July,  our  companies'  costs  will  increase  and  reduce  the  competitive  gains 
U.S.  automakers  have  made  in  recent  years. 

AAMA  asks  your  quick  consideration  and  approval  of  GSP  extension.  If  you  have  any 
questions  about  GSP  as  it  relates  to  the  automotive  industry,  please  call  AAMA  at  (202)775- 
2742. 


Sincerely, 


"WVK^'HIV 


Thomas  H.  Han  na 

President  & 

Chief  Executive  Officer 


THH/de 


Chrysler  Corporation       •      Ford  Motor  Company      •       General  Motors  Corporation 


104 


TESTIMONY  OF  THE  AMERICAN  CORN  GROWERS  ASSOCIATION 

I  am  Carl  L.  King  from  Dimmitt,  Texas.   I  am  a  farmer  and  I 

am  also  the  Chairman  of  the  American  Corn  Growers  Association. 

I  appreciate  the  opportunity  to  submit  written  testimony  to 

the  Subcommittee  on  Trade  in  regard  to  the  President's  decision, 

announced  on  April  9,  1993,  to  seek  legislation  to  extend  Congressional 

"fast  track"  trade  agreement  procedures  to  an  implementing 

bill  for  the  Uruguay  Round  of  multilateral  trade  negotiations. 

We  have  always  been  concerned  about  NAFTA  and  GATT  and  we  certainly 

did  not  endorse  "fast  track"  in  the  first  place.   We  finally 

got  to  see  some  of  the  trade  agreements  that  were  drafted  secretly 

for  many  years  and  we  feel  that  the  farmer  will  not  receive 

the  benefits  that  other  sectors  of  the  economy  will  receive. 

Agriculture  is  the  biggest  single  industry  in  the  United  States 

and  yet  is  has  been  overlooked  not  only  in  regular  ag  legislation 

but  also  in  the  Omnibus  Trade  and  Competitiveness  Act  as  well. 

We  feel  that  Mickey  Cantor,  the  new  Trade  Representative,  should 

certainly  produce  a  fairer  shake  at  any  trade  agreement  than 

we  had  under  the  past  two  administrations. 

Until  both  agreements  are  completely  rewritten,  we  do  not  feel 
that  agriculture  will  get  a  fair  trade  agreement.   We  do  not 
believe  that  there  is  any  such  thing  as  free  trade,  it  has 
to  be  fair  trade.   We  are  already  sending  corn  to  Mexico  on 
a  monthly  basis.   The  biggest  concern  that  we  have  is  Section 
22  in  these  agreements.   NAFTA  and  GATT  are  compatible  in  relation 
to  Section  22.   Of  course,  sugar  is  really  concerning  corn 
farmers  as  well  as  sugar  beet  and  cane  producers. 
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The  way  that  GATT  and  NAFTA  are  written  now  with  no  point  of 
origin  and  doing  away  with  Section  22' s,  it  would  certainly 
leave  Mexico  as  a  broker  country  to  ship  into  the  U.S.  from 
all  South  American  countries,  including  Cuba. 

We  are  in  an  area  in  West  Texas  where  we  have  a  large  milling 
operation  making  fructose  corn  sweeteners.   Holly  sugar  also 
has  a  plant  in  Hereford,  Texas  with  receiving  stations  for 
sugar  beets  within  a  twenty  mile  radius.   This  would  certainly 
have  a  devastating  impact  on  these  industries  all  over  the 
United  States. 

These  are  just  a  few  examples  of  problems  in  GATT  and  NAFTA 

that  would  drastically  affect  agriculture.   We  urge  this  committee 

to  reject  the  "fast  track"  agreement  until  a  complete  new  agreement 

is  written  allowing  the  producers  to  give  their  input.   I  am 

enclosing  a  review  that  was  done  on  the  proposed  NAFTA  treaty 

that  was  written  in  October  by  one  of  my  close  associates. 

Thank  you  for  your  time. 
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October    19,    1992 


Review   of    the   NAFTA  proposed   treaty 


I.       OVERVIEW 

I  have  included  in  this  packet  approximately  25  pages  from 
the  2,240  pare  NAFTA  agreement  signed  by  the  President. 
The  purpose  of  these  pages  is  tc  give  you  an  overview  of 
the  22  chapters  of  the  agreement,  as  well  as  numerous 
annexes  and  exceptions  to  the  agreement  itself.   A  portion 
of  the  agricultural  chapter  has  been  included  so  you  can 
see  hov;  this  agreement  is  worded. 

While  I  reviewed  the  entire  agreement,  I  especially 
focused  on  tne  following  chapters: 

A.  Chapter  1-Ob^ectives 

B.  Chapter  3-Rule's  of  Origin 

C.  Chapter  6-Snergy ' 

D.  Chapter  "-Agriculture  (including  phytosanitary 
measures) 

E.  Chapter  12-Cross  Border  Trade  in  Services 

F.  Chapter  17-Intellectual  Property 

G.  Chapter  19-Dispute  Settlement 

H.  Chapter  21-Exceptions 

Since  many  trade  associations,  congressional  staffs  and 
agricultural  groups  have  now  reviewed  this  treaty,  I  have 
approached  my  review  not  to  redo  theirs,  but  instead  to 
look  for  provisions  that  you  would  care  about  that  have 
not  been  discussed  generally  or  even  revealed. 
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Pleas*  understand  that  ay  comments  in  this  memo  are  not 

intended  to  be  argumentative ,  partisan,  cr  opinionated. 
Ho-*ve-   it  is  a  fact  that  trade  agreements  negotiated  By 
the "Reagan  and  Bush  administrations,  such  as  the  Canadian 
Fr^e  Trade  Agreement  and  earlier  versions  of  the  GATT 
treaty,  have'been  done  in  total  secrecy.   Congress  passed 
th*  Canadian  acreement  with  only  a  hanoful  of  members 
fcft^v-ag  what  •..•is  in  it.   USTR's  strategy  cr.  these  types  of 
agreements  is  to  negotiate  them  in  secrecy,  a.-.c  then  get 
r0ngr*j.  to  aoree  to  either  vcte  them  up  or  down.  (  z*:-- 
track")    On  HAFTA,  however,  with  work  that  your  board  nas 
done  and  wcrk  by  most  of  the  other  ag'iculjurai 
organisations 


the  C ongressicnal  leadership  of  bcth 


;jrtiis  hts  been  r-r..«-  -•■  >v»  --  *••»--.  ••-. 


use reus 


'h*  T:?£,  in  testimony  before  the  :cngres;  »..-  --  ^— ; 
letters  tc  the  Congress,  has  never ^^bied  :cr /JJ1*:"* '" 

enabling  legislation ."  The'TCPm!  however,  has  asked 


.ions  or 


This 
v ; u  m  i  o h  t  rare  a ; 


numerous  questions  i.".o  cam: 

is'Vvery  ippropriate"and  legal  function  of  this  board. 

Wher*  I  appear  critical  of  USTR  cr  the  Administration,  It 
is  simply  observations  based  on  fact,  and  =n  20  years  or 
experience  in  dealing  with  these  matters,  «**  «""  -nd 
outside  of  the  Administration.   My  motive  is  simply  to 

»w.  K«---i  lraf-h^rs   so  that  vou  can  cnoose  as  a 
inform  you,  the  boa.o  memoer.3,  »«  tuoc  .«« 

board  what  actions  you  want  to  take. 
II.  GATT  COMPATIBILITY 

It  is  shocking  to  me  that  in  all  of  the  thcusands  of 
speeches  and  written  words  by  the  Administration  and 
Congress  about  this  agreement,  no  one  has  talked  about  the 
scores  of  provisions  in  the  NAFTA  agreement  that     ■ 
incorporate,  cr  require  compatibility  with,  the  General 
a-r.ft„.-.t  3r  -ariffs  and  Trade.   I  think  this  is  the  ,air. 
concern  that  vou  as  a  beard  should  be  wcrr 


.  —  •  a  . 
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Throughout  the  NAFTA  agreement,  there  are  numerous 
provisions  that  require  this  treaty  be  interpreted 
consistent  with  either  the  general  provisions  of  GATT ,  or 
in  many  cases  with  specific  titles  or  provisions  of  GATT. 
It  is  a  statement  of  the  obvious,  since  the  agricultural 
provisions  of  the  GATT  negotiations  are  as  of  the  date 
this  memo  in  a  deadlocked  situation,  that  Congress  could 
possibly  be  asked  to  vote  on  this  treaty  next  year  without 
even  knowing  what  the  incorporated  GATT  previsions  would 
be.   Added  tc  that  is  the  strong  opposition  of  many 
agricultural  groups  about  the  Administration's  motives 
regarding  support  levels  for  U.S.  agriculture.  The 
strategy  of  USTR  in  such  GATT  "compatibility  requirements" 
regarding  NAFTA  becomes  obvious. 

As  stated,  there  are  many  requirements  of  GATT 
compatibility  in  the  NAFTA  agreement,  but  let  me  lust  set 
out  several  ;f  these  so  that  there  can  be  no  question 
about  this  issue.   The  page  citations  follow: 

A.  "Each  party  shall  comply  with  Annex  704.2  with  respert 
tc  tariffs  ana  quantitative  restrictions,  including  GATT 
market  access  requirements  and  trade  in  sugar".  (Page  7-2) 

B.  "The  parties  recognize  that  domestic  support  measures 
can  be  of  critical  importance  to  their  agricultural 
sectors  but  may  also  have  trade  distorting  effects  and 
effects  on  production.   The  Parties  further  recognize  that 
domestic  support  commitments  may  result  from  the 
agriculture  negotiations  in  the  Uruguay  Round  of 
multilateral  trade  negotiations  under  the  GATT. 
Accordingly,  to  the  extent  a  Party  decides  to  support  its" 
agricultural  producers,  such  Party  should  endeavor  to  move 
toward  domestic  support  policies  that:  (a)  have  minimal  or 
no  trade  distortion  effects  or  effects  on  production;  or 
(b)  are  exempt  from  domestic  support  reduction  commitments 
under  the  GATT."  (Page  7-2) 

C.  "...tc  the  extent  a  tariff  applied  by  = 

party ...  exceeds  the  applicable  bound  rate  ;f  duty  for  that 
agricultural  gcod  as  set  forth  in  its  GATT  Schedule  of 
Tariff  Concessions ...  the  other  Party  hereby  waives  its 
rights  with  respect  to  the  applicable  bound  rate  of  duty 
under  GATT  Article  II..."  (Page  7-10) 
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D.  "If  the  GATT  Uruguay  Round  Agreement  on  Agriculture 
enters  into  force  with  respect  to  a  Party,  pursuant  to 
which  that  Party  has  agreed  to  convert  its  quantitative 
restrictions  into  tariff  quotas,  that  Party  shall  ensure 
that  the  over-quota  tariff  rates  it  applies  to 
agricultural  goods  of  the  other  Party  are  not  greater...". 
(Page  7-11) 

E.  "Subject  to  this  Section,  Canada  and  Mexico 
incorporate  their  respective  rights  and  obligations  with 
respect  to  agricultural  goods  under  the  General  Agreement 
on  Tariffs  and  Trade  (GATT)  and  agreements  negotiated 
under  the  GATT,  including  the  rights  and  obligations  under 
GATT  Article  XI".  {Page  1-19)    NOTE;   This  provision,  in  ray 
judgment,  incorporates  the  entire  GATT  treaty  into  NAFTA. 

F.  "Paragraph  1  (Agricultural  Grading  and  Marketing 
Standards.1  shall  be  without  pre-udice  to  the  rights  of 
either  the  United  States  or  Mexico  under  the  GATT...". 
(Page  7-2?) 

III. CPRM 

A.  NAFTA  assures  the  U.S.  a  2.5  million  metric  ton  duty 
free  quota  for  corn  that  will  increase  by  3  percent  each 
year.   The  over-quota  tariff  for  U.S.  corn  will  be  reduced 
to  rero  by  the  end  of  the  15  year  transition. 

B.  The  NAFTA  will  guarantee  the  U.S.,  for  corn  exports 
above  the  2.5  million  metric  tons,  a  high  initial  tariff 
that  will  be  gradually  reduced  by  24  percer.t  in  the  first 
6  years,  then  reduced  to  zero  in  the  following  9  years. 

C.  The  Mexican-imposed  15  percent  seasonal  tariff  on 
sorghum  will  be  eliminated  immediately. 

D.  In  the  1980's,  the  U.S.  supplied  80  percent  of 
Mexico's  corn  imports.   The  1989-1991  average  was  2.6 
million  metric  tons,  but  in  1991  the  U.S.  exported  only 
1.1  millior.  tons  of  corn  to  Mexico. 

E.  The  Administration  states  that  because  of  NAFTA,  corn 
exports  to  Mexico  will  increase  50  percent  over  the  15 
year  period,  that  U.S.  revenues  will  increase  S400-450 
million  dollars,  and  that  there  will  be  a  5  cent  increase 
in  the  cash  price  for  corn. 
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IV. WHEAT 


A   Mexico  currently  licenses  durum  wheat  and  other  wheat 
imports.   Under  the  NAFTA,  Mexico  will  eliminate  its 
licenses  for  all  wheat  immediately  and  apply,  instead,  a 
tariff  of  15  percent  which  will  be  reduced  annually  to 
zero  over  a  10  year  period  for  durum,  and  £  years  for 
other  wheat. 

B.   Mexican  wheat  imports  from  the  U.S.  have  been 
variable,  ranging  from  50,000  tons  in  1982  to  about  1.2 
million  tons  in  1988. 

C    The  Administration  states  that  because  cf  NAFTA,  at 
the  And  of~th*  transition  period  U.S.  wheat  exports  to 
Mexico  are  expected  to  be  consistently  in  the  1.0  to  1.5 
million  metric  ton  ranee,  a  40  percent  improvement.   The 
revenue  increments  are  expected  t.  be  small,  pernaps  30 
million  dollars. 

V.   SUGAR 


A    There  is  a  lot  of  confusion  about  sugar.   First  off, 
at  page  7-11  of  the  NAFTA  agreement,  is  found,  "The  United 
States  shall  not  adopt  or  maintain,  with  respect  to 
imports  into  its  territory  of  agricultural  goods 
originatina  in  the  territory  of  Mexico,  any  fee  applied 
pursuant  to  Section  22  of  the  Agricultural  Adjustment  Act 
of  1923,  or  any  successor  statute." 

B.  The  NAFTA  provisions  allow  for  a  15  year  transition 
period  for  the  U.S.  to  "harmonize  its  sugar  price  with 
that  of  the  rest  of  the  world". 

C.  Mexico  will  eliminate  its  sugar  import  permit 
requirement,  and  the  variable  levy  will  be  adjusted  to 
bridge  the  gap  between  the  target  price  and  the  world 
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D.  However,  all  of  this  is  dependent  on  Mexico  becoming  a 

net  sugar  exporter,  which  the  agreement  certainly 
encourages  through  the  tariff  system,  and,  of  course,  that 
it  must  be  GATT  compatible.   The  current  U.S.  position  in 
GATT  is  to  eliminate  Section  22,  the  basis  for  all  of  the 
above . 

VI.  CATTLE  AN2  BEEF 

A.   Currently,  the  U.S.  imports  around  1  million  feeder 
calves  per  year  from  Mexico,  while  shipping  about  140,000 
head  of  mostly  slaughter  cattle  to  Mexico.   The  U.S. 
exported  €4,000  tons  of  beef  to  Mexico  in  1991,  while 
importing  less  that  1,0C0  tens  from  Mexico. 

E.  The  U.S.  Heat  Import  Law  will  no  longer  apply  to 
Mexican  beef  exports  to  the  U.S. 

C.  Under  NAFTA,  the  U.S.  will  immediately  eliminate  its 
tariffs.   Imports  of  beef  from  Mexico  will  receive  similar 
tariff  treat: k e : ~ t  as  beer  from  Canada. 

D.  The  Administration  states  that  under  NAFTA, 

U.S. -Mexican  cattle  trade  will  likely  increase  in  both 
directions.   By  the  end  of  the  transition  period,  U.S. 
prices  for  cattle  and  beef  will  likely  increase  by  about  1 
percent  (50.50  to  SI. 00  per  hundred  weight'  and  industry 
revenues  will  increase  by  S200-S400  million  compared  to  no 
NAFTA. 

E.  The  Texas  Cattle  Feeders  Association  and  Texas  and 
Southwestern  both  support  NAFTA.   However,  there  are  those 
who  fear  a  large  increase  in  cattle  slaughtering  and 
processing  in  Mexico,  perhaps  with  foreign  capital  from 
Japan. 

VII. COUNTRY  OF  ORIGIN  REQUIREMENTS 

A.   This  is  a  critical  issue,  because  cf  the  fear  of 
barter  or  transshipment  of  such  commodities  as  sugar  and 
corn  into  Mexico,  and  then  into  the  U.S.   The  question  has 
been  whether  we  are  negotiating  a  free  trace  agreement 
with  Mexico,  or  with  all  of  Central  and  South  America? 
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B.  It  is  impossible  to  get  a  real  handle  on  the  rules  of 
origin  requirements,  because  the  NAFTA  treaty  makes  so 
many  references  to  and  incorporations  of  agreements  and 
earlier  treaties  that  are  not  included  in  the  NAFTA  text. 

C.  The  NAFTA  appears  to  be  fairly  tough  on  rules  of 
origin  in  the  general  provisions,  but  the  concern  is  that 
there  is  approximately  40  pages  of  exceptions. 

D.  The  general  provisions  are  that  the  good  is  wholly 
obtained  or  produced  in  the  territory  of  one  or  more  of 
the  Parties,  or  that  its  transformation  is  no  more  than  7 
percent  'with  a  complicated  formula  to  arrive  at  that 
conlusicn).   However,  there  are,  as  I  said,  numerous 
exceptions.   This  is  an  area  where  I  would  urge  many 
questions  and  strong  caution. 

VIII. EXPORT  SUBSIDIES 

A.  The  NAFTA  determines  as  a  fact  that  expert  subsidies 
are  trade  distorting. 

B.  The  treaty  eliminates  all  export  subsidies  between  the 
three  countries. 

C.  As  the  NAFTA  is  GATT  dependent,  the  negotiations  in 
GATT  would  alsc  apply. 

IX.PHYTOSANITARY,  SANITARY  AND  FOOD  SAFETY  ISSUES 

A.  This  is  commonly  recocnired  as  one  cf  the  real 
problems  in  the  NAFTA  agreement.   The  parties  could  not 
agree  in  their  negotiations,  so  they  simply  left  it  for 
separate  legislation. 

B.  The  agreement  states  "...each  Party  may  in  protecting 
human,  animal  or  plant  life  or  health,  establish  its 
appropriate  level  of  protection  in  accordance  with  Article 
757.  "  (Page  7-25). 

C.  The  above  provision  is,  of  course,  meaningless.   The 
trouble  is  that  Mexico  has  very  tough  environmental  and 
food  safety  laws,  but  does  not,  and  will  not  in  the 
future,  have  the  resources  to  enforce  such  laws.   Chairman 
de  la  Garza  has  stated  publicly  that  this  matter  will  be 
dealt  with  in  separate  legislation. 
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X.   JOBS-JOB  TRAINING 


A.  In  the  middle  of  a  presidential  campaign,  it  is 
difficult  to  get  an  accurate  handle  on  this  issue. 

B.  The  Administration  has  stated  that  NAFTA  would  result 
in  the  loss  of  approximately  150,000  U.S.  jobs,  but  will 
be  the  basis  for  the  creation  of  400,000  new  jobs  over  the 
15  year  transition  period.   These  figures  are  challenged 
by  other  groups.   The  three  categories  of  highest  job  loss 
would  be  in  auto  manufacturing,  textiles,  and  agriculture. 

C.  In  October,  the  President  announced  a  2.5  billion 
dollar  jobs  retaining  program,  mostly  because  of  NAFTA. 
The  Clinton  campaign  says  it  will  take  more  than  10 
billion  to  dc  the  job  effectively.   Whatever  the  figure, 
this  expense  must  be  added  into  the  equation  of  the 
cverall  success  of  NAFTA. 


Si.    conclusions  and  considerations  for  the  tc?e 

A.  The  NAFTA  must  be  GATT  compatible  in  all  respects. 
This  means  that  when  you  are  reviewing  or  voting  on  the 
NAFTA  you  are  voting  on  the  uncompleted  GATT  treaty  in  its 
entirety. 

B.  The  NAFTA  is  on  the  "fast  track"  approval  policy. 
Unless  changed  by  Congress  (and  there  are  bills  in  both 
the  House  and  the  Senate  to  do  that)  the  treaty  must  be 
voted  up  or  down,  without  change,  within  90  legislative 
days  from  the  date  the  President  signed  the  treaty.   That 
means  late  May  or  early  June,  1993. 

C.  The  Administration  asserts,  and  many  members  of 
Congress  agree,  that  this  agreement  will  be  good  for  corn 
and  corn  feeding. 

D.  It  is  interesting  to  note,  that  cf  the  00CC  plus 
pages,  over  700  pages  deal  with  U.S.  financial  and  banking 
matters . 
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E.  There  are  numerous  gaps  in  the  treaty  which  will 
require  separate  legislation,  most  notably  the 
phytosanitary  and  food  safety  measures. 

F.  The  "Rules  of  Origin"  provisions  are  unclear,  and  the 
numerous  exceptions  must  be  explained,  especially  as  to 
corn  and  sugar. 

G.  The  NAFTA  agreement  is  a  double  attack  on  the  U.S. 
sugar  program,  both  because  it  stimulates  greater  sugar 
production  in  Mexico  and  rewards  them  when  they  become  a 
sugar  exporting  country,  and  because  the  NAFTA  is 
dependent  on  the  U.S.  Administration's  position  in  GATT  on 
elimination  cf  Section  12. 

K.   While  there  is  a  difference  of  opinion,  NAFTA  clearly 
will  cause  ]cfc  dislocations  on  both  sides  cf  the  border, 
and  agriculture  will  be  strongly  affected. 

I.   There  are  over  100  pages  of  "exceptions "  to  the 
general  treaty  provisions.   Mcs*  of  those  ire  for  the 
Canadians,  perhaps  because  of  their  bad  experience  with 
the  U. S . -Canadian  agreement,  and  the  rest  are  for  the 
Mexicans.   The  U.S.  has  only  a  handful  of  exceptions. 
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STATEMENT  OF  THE  AMERICAN  FARM  BUREAU  FEDERATION 

TO  THE  HOUSE  WAYS  AND  MEANS  SUBCOMMITTEE  ON  TRADE 

REGARDING  "FAST-TRACK"  RENEWAL 


April  27,  1993 


The  American  Farm  Bureau  Federation,  the  nation's  largest  organization  of 
farmers  and  ranchers,  appreciates  this  opportunity  to  comment  on  the 
administration's  decision  to  seek  a  renewal  of  "fast-track"  negotiating  authority  to 
conclude  the  Uruguay  Round  by  December  15,  1993. 

We  support  the  extension  of  the  president's  trade  negotiating  authority 
under  fast-track.   This  support  is  contingent  on  assurances  that  agriculture  will 
remain  a  top  U.S.  priority. 

Farm  Bureau  has  been  actively  involved  in  these  negotiations  since  their 
inception  in  1986.   Farm  Bureau  leaders  serve  on  many  of  the  private  sector 
advisory  committees  and  make  regular  visits  to  Geneva  and  foreign  capitals  to 
press  for  meaningful  Uruguay  Round  results  in  agriculture.   We  are  extremely 
frustrated  by  the  failure  to  achieve  a  successful  conclusion  to  the  negotiations 
before  now. 

As  we  have  said  on  numerous  occasions,  we  believe  that  no  agreement 
would  be  better  than  a  bad  agreement  in  agriculture.   We  have  too  much 
experience  with  the  results  of  bad  agricultural  trade  deals  or  with  deals  where 
agriculture  has  simply  been  ignored. 

Farmers  and  ranchers  remain  concerned  that,  as  a  matter  of  expediency, 
agriculture  could  once  again  be  traded  off  simply  to  complete  the  trade  round  by  a 
given  date. 

Farm  Bureau's  objectives  for  the  Uruguay  Round  are  essentially  those 
outlined  by  Congress  in  the  1988  trade  act:   to  expand  markets,  to  reduce  trade- 
distorting  subsidies  and  to  end  the  practice  of  using  unjustifiable  health  and 
sanitary  restrictions  as  disguised  trade  barriers. 

We  were  disappointed  that  the  talks  could  not  be  concluded  last  year, 
despite  the  progress  made  in  agriculture  between  the  United  States  and  the 
European  Community  at  the  Blair  House  in  November.  That  accord  should  not  be 
re-opened,  because  to  do  so  would  most  likely  result  in  efforts  to  backtrack  from 
commitments  on  export  subsidies  and  on  oilseeds. 

We  are  particularly  troubled  by  the  attitude  of  some  nations  in  the  market- 
access  discussions,  notably  the  European  Community,  Japan  and  Korea.   Offers 
put  forward  would,  in  some  cases,  actually  increase  the  level  of  import  protection, 
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not  reduce  it.   As  we  have  made  clear  to  the  administration  on  two  occasions, 
Farm  Bureau  is  concerned  that  the  clear  benefits  to  U.S.  agriculture  from 
worldwide  reductions  in  subsidized  exports  could  be  overshadowed  by  a  potentially 
indefensible  agreement  on  market  access. 

Furthermore,  an  agreement  that  fails  to  open  or  expand  foreign  markets  to 
competitive  U.S.  exports  must,  in  our  view,  lead  to  formal  unfair  trade  complaints 
in  such  cases  under  the  dispute  settlement  mechanisms  of  the  General  Agreement 
on  Tariffs  and  Trade.   Import  barriers  on  rice  in  a  number  of  countries  represent  a 
clear,  but  not  isolated,  example  of  the  need  for  a  well-articulated  response  to  an 
unsatisfactory  Uruguay  Round  result. 

We  look  forward  to  working  with  Congress  and  the  administration  in  the 
coming  months  as  we  enter  what  we  all  hope  will  be  the  final  leg  of  the  Uruguay 
Round  negotiations. 
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AMERICAN  FARM  BUREAU  FEDERATION 

225  TOUHY  AVENUE  •  PARK  RIDGE  ■  ILLINOIS  •  60068  •  (312)  399-5700  ■  FAX  (312}  399-5896 
600  MARYLAND  AVENUE  S  W  ■  SUITE  800  ■  WASHINGTON.  DC  •  20024  ■  (202)  484-3600  ■  FAX  (202)  484-3604 


May  3,  1993 


The  Honorable  Dan  Rostenkowski,  Chairman 
House  Ways  and  Means  Committee 
1102  Longworth  House  Office  Building 
Washington,  DC  20515 

Dear  Mr.  Chairman: 

The  American  Farm  Bureau  Federation  has  longstanding  objections  to  the 
Generalized  System  of  Preferences  (GSP),  and  we  oppose  its  extension  beyond  the 
current  termination  date  of  July  4,  1993. 

Farm  Bureau  strongly  supports  the  most-favored  nation  principle  (MFN)  in 
the  General  Agreement  on  Tariffs  and  Trade.  This  principle  holds  that  no  country 
should  be  treated  more  or  less  favorably  than  a  nation's  "most-favored"  trading 
partner.  GSP  clearly  provides  more  favorable  tariff  treatment  to  certain  countries 
than  to  others,  and  this  is  contrary  to  MFN. 

We  urge,  therefore,  that  GSP  not  be  extended  beyond  July  4. 

Sincerely, 

Dean  R.  Kleckner 
President 

DRK/jb 
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6101  Var >el  Avenue 

PO  Box  4183 

Woodland  Hills.  CA  91365-4183 

(818)992-6000 


March  30,  1993 


The  Honorable  Sam  M.  Gibbons 
United  States  House  of  Representatives 
Washington,  D.C.  205 15 

Dear  Representative  Gibbons: 

I  ant  writing  on  behalf  of  Applause ,  Inc.  to  urge  you  to  support  the  continuation  of  the 
Generalized  System  of  Preferences  (GSP)  program  and  seek  the  immediate  extension  of  the 
GSP  program  before  its  expiration  on  July  4,  1993. 

The  GSP  program,  which  provides  duty  free  access  for  goods  from  developing  countries  is 
based  on  the  premise  that  trade,  not  aid,  is  the  most  effective  means  for  promoting  the 
economic  growth  and  industrialization  of  these  countries.  Even  so,  GSP  is  not  a  give  away 
program.  The  tariff  concessions  are  not  provided  for  "import  sensitive''  products,  and  many 
U.S.  manufacturers  rely  on  GSP  duty  preferences  to  remain  competitive. 

But  most  important,  from  Applause 's  point  of  view,  the  duty-free  program  permits  us  to 
import  stuffed  plush,  dolls  and  ceramic  giftware  from  Indonesia,  Thailand  and  the  Philippines. 
Duty  free  status  allows  to  "save"  approximately  $800,000  annually,  a  savings  that  we  use  to 
purchase  more  product  and  employ  1 ,000  people  in  the  United  States.  The  sudden  loss  of  GSP 
benefits  this  summer  will  have  a  significant  impact  on  our  prices.  An  $800,000  increase  will 
cause  monetary  and  profitability  losses.  Due  to  contractual  restraint,  we  cannot  make  up 
losses  by  increasing  customers'  prices.  Therefore,  the  inevitable  result  will  be  a  downsizing 
and  reduction  of  personnel  in  the  U.S.,  a  potential  toss  of  200  jobs  or  20%  of  our  work  force. 

As  a  member  of  the  Ways  and  Means  Committee  I  urge  you  to  quickly  approve  an  extension 
of  the  GSP  program  before  it  expires. 


Sincerely, 
APPLAUSE,  INC. 


JvJJiL 


Barbara  S.  Willey  j     I 

Senior  Manager,  Import/Expor/ 

/bkc 
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TESTIMONY  OF  ROBERT  F.  KELLEY 
ARTHUR  ANDERSEN  &  CO.,  S.C. 

Mr.  Chairman  and  distinguished  members  of  the  Committee. 

Thank  you  for  the  opportunity  to  present  this  testimony  in  support  of  extension  of  the  fast 
track  trade  agreement  consideration  process  to  allow  for  the  completion  of  the  Uruguay 
Round  of  the  General  Agreement  on  Tariffs  and  Trade  (GATT).  Of  particular  interest  in 
this  round  is  the  General  Agreement  on  Trade  in  Services  (GATS).  My  name  is  Robert  F. 
Kelley.  I  am  Managing  Partner-Governmental  Affairs  for  Arthur  Andersen  &  Co.,  S.C. 

Our  Firm 

The  Arthur  Andersen  Worldwide  Organization  (Andersen)  is  a  global  professional  services 
partnership  with  2,500  equity  partners  in  3 1 8  locations  in  72  countries.  Last  year 
Andersen  earned  over  $5.5  billion  in  revenue.  Client  services  are  provided  through  two 
business  units:  Arthur  Andersen  for  audit  and  business  advisory  services,  tax  services,  and 
corporate  specialty  services;  and  Andersen  Consulting  for  strategic  services,  integration 
services  (systems  integration  and  management),  information  technology  consulting  and 
change  management  services.  Lawrence  Weinbach  serves  as  Managing  Partner-Chief 
Executive  of  Arthur  Andersen  &  Co.,  S.C,  the  worldwide  organization's  coordinating 
entity. 

Overall  Support  for  the  GATT 

For  global  businesses  such  as  Andersen,  there  is  no  efficient  alternative  to  an  effective 
rules-based  global  trading  system,  such  as  the  type  envisioned  in  the  GATT.  "Go-it- 
alone"  policies  contradict  the  reality  of  economic  interdependence  and  would  reduce 
international  businesses  to  pawns  in  a  "beggar-thy-neighbor"  game.  Preferential  trading 
arrangements  and  regional  trading  blocs  cannot  effectively  meet  the  changing  needs  of 
markets  and  firms  that  span  regions.  Such  a  trading  environment  creates  an  inefficient 
patchwork  of  regulation  and  protection  that  impairs  the  economic  development  upon 
which  both  nations  and  businesses  are  dependent 

A  successful  Uruguay  Round  will: 

•  conclude  agreements  in  all  negotiating  groups,  providing  maximum  scope  for  all 
participating  countries  to  be  "winners"; 

•  achieve  real  liberalization  of  trade,  fair  treatment  for  all  participants,  and  speedy, 
effective  dispute  resolution  and  enforcement  of  trading  rights;  and 

•  encourage  developing  economies,  newly  industrialized  economies  and  the  newly 
market-oriented  economies  of  the  former  Soviet  bloc  to  become  full  participants  in  the 
growth  of  global  trading. 

The  Services  Sector 

A  comprehensive  and  effective  services  agreement  is  an  integral  part  of  a  successful 
Uruguay  Round,  and  the  potential  of  a  more  efficient  allocation  of  resources  resulting 
from  the  liberalization  of  services  trade  is  enormous.  Consider  the  following: 

•  services  account  for  over  50  percent  of  the  world's  economic  output; 

•  services  trade,  notoriously  underestimated,  exceeds  world  agricultural  trade  by  70 
percent;  and 

•  service  industries  account  for  40  percent  of  the  world's  stock  for  foreign  direct 
investment 

The  potential  spin-off  effects  are  awe  inspiring  as  well:  just  think  of  the  efficiencies  in 
manufacturing  resulting  from  reduced  costs  for  accounting,  advertising,  engineering, 
distribution,  transportation,  insurance,  finance  and  all  the  other  services  that  help  make 
products  available  to  consumers.  Trade  liberalization  will  make  the  service  sector  an  even 
more  powerful  engine  of  worldwide  growth  and  job  creation. 
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Services  in  the  Draft  Final  Act 

The  standard  for  judging  the  Uruguay  Round  services  agreement  remains  the  degree  to 
which  it  assures  that  markets  will  be  open  for  service  providers  to  compete  on  a  fair  and 
equitable  basis.  Where  markets  are  already  open,  we  want  assurances  that  they  will 
remain  open;  where  market  obstacles  and  discrimination  exist,  we  want  them  removed. 

In  this  light,  it  is  crucial  to  keep  in  mind  that  the  Dunkel  text  is  only  part  of  the  final 
services  package.  It  provides  a  set  of  trade  and  investment  rules,  most  of  which  only  take 
effect  with  respect  to  specific  sectors  and  commitments  listed  in  each  participating 
country's  schedule.  Thus,  until  negotiations  on  these  schedules  are  completed,  it  is 
virtually  impossible  to  determine  the  commercial  value  of  the  agreement  Without  an 
extension  of  fast  track,  these  negotiations  will  never  take  place  and  a  great  opportunity 
will  be  lost 

Framework  of  Rules 

While  imperfect  the  framework  of  rules  set  out  in  the  Dunkel  text  is  a  significant  step  in 
liberalizing  services  trade.  We  had  originally  advocated  that  the  agreement  embody  a  set 
of  binding  across-the-board  obligations;  exceptions  from  which  would  have  to  be  carefully 
justified  and  negotiated.  As  it  is,  the  proposed  agreement  limits  these  general  obligations 
to  transparency  and  the  way  in  which  governments  recognize  other  countries'  licenses  and 
certification  of  service  providers.  In  addition,  the  MFN  obligation  would  apply  across- 
the-board,  except  for  a  one-time  option  to  exempt  specific  measures,  and  the  dispute 
settlement  and  enforcement  provisions  would  apply. 

The  obligations  the  agreement  imposes  with  respect  to  commitments  scheduled  by 
contracting  parties  are  now  the  substance  of  the  services  framework.  These  obligations 
include  market  access  and  national  treatment  as  well  as  rules  on  domestic  regulation, 
monopolies,  and  payments  and  transfers. 

Among  these  rules  applicable  only  to  scheduled  services,  of  particular  importance  to 
Andersen  are  those  on  market  access,  national  treatments  and  payments  and  transfers. 

1.  Market  access:  we  believe  service  providers  should  be  permitted  to  service  all  markets 
through  cross-border  transactions  or  through  a  commercial  presence  in  the 
marketplace. 

2.  National  treatment:  we  believe  foreign  service  providers  should  receive  the  same 
treatment  as  domestic  providers  with  respect  to  government  regulation  and  their  legal 
rights. 

3.  Payments  and  transfers:  we  believe  it  is  critical  to  the  functioning  of  a  service  firm  to 
be  paid  for  services  rendered,  to  make  investments,  to  repatriate  earnings  and  to 
contribute  to  joint  costs. 

Initial  Service  Commitments 

The  pace  of  the  negotiations  of  services  to  be  scheduled  (and  thereby  subject  to  the  above 
rules)  has  been  disappointing.  Despite  the  hard  work  of  US  negotiators,  many  of  our 
trading  partners  have  been  reluctant  to  discuss  seriously  their  services  commitments. 
Fewer  than  half  of  the  G  ATT  member  countries  have  even  bothered  to  table  their  first 
offer  on  services.  For  the  most  part,  the  offers  that  are  on  the  table  are  grossly 
inadequate:  including  few  services  of  economic  importance  and  seldom  offering  more 
than  retention  of  existing  barriers.  It  should  be  noted  that  the  US  offer,  while  relatively 
comprehensive,  includes  utile  in  the  way  of  rollback  of  barriers. 

Part  of  this  reluctance  has  been  understandable.  As  a  whole,  the  Uruguay  Round  has  been 
stalled  over  issues  such  as  agriculture  and  merchandise  tariff  reduction,  generating  little 
enthusiasm  for  negotiation  in  other  areas.  For  example,  an  agriculture-exporting  nation 
has  little  incentive  to  give  the  US  its  "bottom  line"  in  services  until  it  knows  how  the 
agreement  will  help  its  farm  exports. 
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Fast  Track  Extension 

The  example  above  demonstrates  why  an  extension  of  fast  track  to  December  15  is  crucial 
to  completion  of  the  Round.  First  of  all,  those  eight  months  are  needed  to  do  the  job 
necessary  to  negotiate  good  services  commitments  from  each  of  our  trading  partners. 
Remember,  there  are  over  100  nations  involved  in  these  talks  and  only  45  or  so  have  even 
tabled  offers.  There  is  a  lot  of  work  to  be  done,  and  this  extension  will  allow  that  work  to 
be  done  unhurriedly. 

Secondly,  the  impasse  in  the  areas  of  agriculture  and  tariffs  must  be  broken.  Setting  the 
December  1 5  deadline  and  forswearing  further  extensions  will  give  the  Round  the  jump- 
start  it  needs.  Our  trading  partners  need  to  know  we  will  take  the  time  necessary  to  bring 
home  a  good  agreement,  but  our  patience  has  a  limit 

An  Accounting  Annex 

During  this  Round,  Andersen  has  worked  to  include  in  the  final  agreement  an  annex 
covering  accounting  services.  The  proposed  annex  has  three  goals: 

1 .  promotion  of  more  open  markets  for  accounting  services  by  committing  all  countries 
to  include  accounting  and  related  sectors  in  their  schedules, 

2.  facilitation  of  cross-border  provision  of  professional  accounting  services  by  setting  out 
guidelines  and  procedures  for  negotiation  of  agreements  for  mutual  recognition  of 
professional  qualifications  and  competence,  and 

3.  encouraging  the  wider  use  of  international  accounting  standards  as  the  basis  of  a 
common  language  for  financial  reporting. 

The  first  element  of  the  annex  is  designed  to  eliminate  restrictions  on  competition  and 
practice  that  serve  no  public  interest,  only  needlessly  increase  the  costs,  and  limit  the 
choices  of  accounting  services.  The  second  element  will  increase  choice  quality  of 
accounting  services  by  facilitating  movement  of  providers,  while  respecting  the  right  of 
each  nation  to  ensure  the  quality  of  service.  The  final  element  would  an  important  step  in 
establishing  a  global  financial  language,  cutting  the  cost  of  raising  capital  around  the 
world,  and  improving  the  ability  of  regulators  and  others  to  compare  financial  information 
of  complex  global  enterprises. 

Summary 

The  Uruguay  Round  of  the  GATT  has  been  an  ambitious  undertaking  since  its  inception  in 
1986  and  its  importance  to  the  US  and  world  economies  has  been  well-documented. 
Despite  the  frustrations  of  the  past  few  years,  the  progress  on  an  agreement  including  the 
new  areas  of  services,  agriculture,  intellectual  property  and  others  truly  has  been 
remarkable.  A  good  agreement  is  within  our  grasp,  but  can  only  occur  if  fast  track  is 
extended. 
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[BY    PERMISSION    OF    THE   CHAIRMAN] 

REPUBLIC  OF  THE  PHILIPPINES 

KAGAWARAN  NG  KALAKALAN  AT  INDUSTRIYA 

(Department  of  Trade  and  Industry) 

Trade  and  Industry  Building 

361  (Buendia)  Sen.  Gil  J.  Puyat  Avenue 

Makati,  Metro  Manila,  Philippines  3117 

Cbl.  Addreea  MT1  TeL  No.  818-57-08  te  88 

Telex  14830  MTT  PS  p  °    Bo1  2303,  Makati  Commercial  Canter 

45466  MOT  PS 

45467  MOT  PS 


26  April,  1993 


Representative  Sam  M.  Gibbons 
Chairman,  Sub-committee  on  Trade 
Committee  on  Ways  and  Means 
Washington,  DC,  20515-0907 

Dear  Congressman  Gibbons: 

On  behalf  of  the  ASEAN  Economic  Ministers,  I  would  like  to  convey  to  you  our 
request  for  your  support  in  extending  the  U.S.  Generalized  System  of  Preferences  (GSP) 
beyond  4  Jury,  1993. 

The  continuation  of  the  US-GSP  Program  comes  in  the  midst  of  drastic  changes  in 
the  political  and  economic  environment,  including  global  trade  liberalization  and  regional 
economic  integration.  For  their  part,  the  ASEAN  countries  have  pursued  policies  to  open 
their  markets  for  goods  and  for  investment  opportunities.  However,  the  sustainability  of  the 
above  would  need,  among  others,  the  maintenance  of  the  market  access  of  ASEAN  products 
to  the  U.S.  A  more  dynamic  ASEAN  with  a  population  of  360  million  provides  the  US  with 
its  third  largest  export  market  next  to  the  EC  and  Japan.  Therefore,  it  would  serve  U.S. 
and  ASEAN  interests  that  the  GSP  is  continued. 

The  elimination  of  GSP  duty-free  treatment  would  adversely  affect  the 
competitiveness  of  ASEAN  GSP  products  which  amounted  to  US$  6.1  billion  in  1992. 
Moreover,  if  the  most-favoured  nation  (MFN)  tariffs  were  to  be  reimposed,  landed  costs 
of  ASEAN  products  would  increase  thereby  resulting  to  a  reduction  of  demand.  This  would 
affect  the  ability  of  the  ASEAN  countries  to  buy  U.S.  products  which  in  1992  amounted  to 
US$  23.98  Billion. 

In  recognition  of  the  key  role  of  GSP  in  increasing  exports  of  developing  countries, 
Japan  and  other  GSP  donor  countries  have  extended  their  schemes  for  at  least  10  years. 

Can  we  in  ASEAN  be  assured  of  your  support  to  renew  the  US-GSP  Program? 


JNO  S.  NAVARRO 
Secretary 
(Chairman,  ASEAN  Economic  Ministers) 
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irading  company  inc.) 
April  5, 1993 


The  Honorable  Sam  M.  Gibbons 
U.S.  House  of  Representatives 
Washington,  DC.  20515 

Dear  Representative  Gibbons, 

As  an  owner  and  manager  of  an  international  trading  company,  we  engage  in  a  number  of 
activities  that  promote  the  welfare  of  a  variety  of  American  companies,  including  our  own. 
Those  products  we  export  go  to  lower  the  trade  deficits  (especially  in  Asia  where  most  of 
our  business  is).  Those  products  we  import  serve  to  make  our  American  buyers  more 
competitive  in  the  marketplace,  both  for  domestic  and  export  sales. 

We  are  particularly  concerned  about  the  possible  loss  of  GSP  status  for  some  of  our  vendor 
countries.  The  following  example  is  just  one  way  this  loss  can  and  will  personally  affect  me 
and  my  staff: 

We  currently  purchase  a  large  number  of  commercial  supply  style  rubber  mats  from 
Thailand,  a  GSP  country.  In  doing  so,  our  cusomer  avoids  a  5.3%  import  duty.  This 
advantage  has  been  used  to  secure  a  long  term  deal  with  several  warehouse/club  type 
operations.  Due  to  the  high  volume  nature  of  this  business,  everybody  involved  works  on 
commissions  of  not  more  than  8%  to  1 0%.  If  the  cost  is  raised  by  5.3%  the  entire  deal  may 
have  to  be  scrapped,  resulting  in  the  loss  of  over  S 1  million  in  sales  in  just  this  one  product. 
I  have  three  U.S.  staff  members  whose  jobs  are  linked  to  this  account.  One  would  be  laid 
off  immediately,  the  other  two  within  six  months  unless  an  acceptable  substitute  was  found. 

In  turn,  our  manufacturer  in  Thailand,  who  has  plans  for  expansion  and  relies  on  U.S. 
bankers  and  technicians  for  consulting,  would  have  to  put  these  ideas  on  hold  if  his  other 
U.S.  customers  reacted  similarly  to  the  loss  of  GSP  status.  We  are  in  a  truly  global 
economy.  It  hurts  Americans  just  as  much  as  it  hurts  our  Thai  counterparts  to  lose  this 
special  privelege. 

I  therefore  urge  you  to  quickly  do  whatever  is  in  your  power  to  obtain  approval  for  an 
extension  of  the  GSP  program  before  it  expires  in  July.  Thank  you  for  your  consideration. 


EprfcLRblhenberg 
Sales  Manager 


U.S.A.  •  433  N  Camden  Or .  Suite  600  •    Beverly  Hills.  CA  90035  •  Tel  310-288-1870  •  Fax  310-288-0791 
Taiwan  •  Thailand  •  Hong  Kong 
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BORDER  TRADE  ALLIANCE 

April  23,  1993 


Committee  on  Ways  and  Means 

HOUSE  OF  REPRESENTATIVES 

1102  Longworth  House  Office  Building 

Washington,  D.C.   20515 


On  March  2,  1993,  the  Border  Trade  Alliance's  San  Diego 
chapter  held  a  meeting  of  its  Customs  Committee.  One  of  the 
issues  addressed  was  the  July  4,  1993,  expiration  of  the 
Generalized  System  of  Preferences  (GSP)  program.  The  San 
Diego  Customs  Committee  members  unanimously  supported 
renewal  of  the  GSP  program. 

On  behalf  of  the  committee  members,  I  would  like  to  ask  for 
your  supporting  the  quick  renewal  of  the  GSP  program,  which 
provides  duty  free  access  for  goods  from  developing 
countries,  is  correctly  based  on  the  premise  that  trade,  not 
aid,  its  the  most  effective  means  for  promoting  the  economic 
growth  and  industrialization  of  these  countries.  Since  its 
inception  in  1974,  the  GSP  program  has  served  as  a  valuable 
trade  policy  tool  for  encouraging  beneficiary  countries  to 
make  progress  toward  conforming  to  internationally 
recognized  standards  such  as  the  protection  of  intellectual 
property  rights  and  worker  rights.  The  duty-free  program 
also  permits  U.S.  companies  to  offer  American  consumers 
affordable  quality  merchandise. 

Many  BTA  members  experience  the  GSP  program's  impact,  since 
Mexico  is  one  of  the  largest  beneficiaries  of  the  program. 
The  GSP's  duty  savings  are  an  important  factor  lending  to 
the  competitiveness  of  U.S.  business  manufacturing  in 
Mexico. 

It  is  understood  that  Mexico  may  cease  to  be  a  GSP 
beneficiary  country  under  the  terms  of  the  North  American 
Free  Trade  Agreement  (NAFTA).  Yet  NAFTA  will  not  become 
effective  until  1994,  leaving  a  minimum  six-month  lag  from 
expiration  of  the  GSP  program  until  implementation  of  NAFTA. 
Thus,  we  additionally  recommend  that  the  renewal  of  Mexico's 
GSP  status  be  made  retroactive  to  July  4,  1993,  should  the 
renewal  of  the  GSP  program  occur  after  the  July  4,  19993 
expiration  date.  . 

The  expeditious  renewal  of  the  GSP  program  is  of  paramount 
importance  to  the  Border  Trade  Alliance.  Thank  you  for  your 
attention  in  this  matter. 


Sincerely, 


^hyjuuj^^^-' 


t&^JUL 


Mary  Alice  Acevedo 
Chair,  San  Diego  Chapter 
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THE  DAIRY  TRADE  COALITION 

1258  27th  Street.  H.U. 

Washington,  D.C.   20007 

Telephone:  202/342-5530  Fax:  202/342-5532 


FAX  CORRECT I ON 

April  28,  1993 

The  Honorable  San  tl .  Gibbons 
Chairman,  Subcommitee  on  Trade 
Conn  it tee  on  Uays  and  Means 
U.S.  House  of  Representatives 
Washington,  DC.   20515 

Dear  fir.  Chairman: 

American  agriculture  and  industrial  interests,  given  their  recent 
exper  i ences ,  are 

concerned  about  the  U.S.  trade  program  called  the  Generalized  System  of 
Preferences  ("GSP").   Ue  understand  that  the  Clinton  Administration  has  asked 
the 
Congress  for  an  extension  of  this  program  as  it  is  due  to  expire  on  July,  1993. 

Ue  further  understand  that  the  House  Uays  and  Means  Subcommittee  on 
Trade  will  mark-up  legislation  extending  the  GSP  program  this  ueek. 

Members  of  the  Dairy  Trade  Coalition  ("DTC"),  and  other  impacted 
industries, 

testified  before  the  102nd  Congress  and  various  Federal  agencies  concerning  the 
operations  of  the  GSP  program.   In  our  testimony,  ue  requested  that  Congress 
carefully  examine  and  reform  the  GSP  program  before  it  is  re-authorized  or 
extended 
beyond  its  July,  1993,  expiration  date. 

The  DTC's  concerns  uere  grave  enough  to  uarrant  an  investigation  of  the 
program  by  the  General  Accounting  Office  of  the  U.S.  ("GAO")  at  the  request  of 
Senators  Dorgan  and  Uofford,  and  Congressmen  Obey,  Gunderson,  Hughes,  and 
Peterson.   It  is  our  understanding  that  the  GAO  has  completed  its  investigative 
activities  and  is  in  the  process  of  finalizing  its  report  to  the  Congress. 

Therefore,  it  uould  appear  to  be  irresponsible  to  extend  the  operations  of 
a 

program  before  a  factual  report  has  been  delivered  to  the  Congress  and  studies 
by 
the  various  Committees  uith  a  keen  interest  in  this  program. 

The  DTC  believes  that  the  GSP  program  should  provide  GSP  benefits  to 
deserving  countries  while  assuring  that  domestic  industries  do  not  suffer  from 
idling  of 


69-455  0-93-5 
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production  facilities,  the  inability  to  operate  at  a  reasonable  level  of  profit, 

or  a 

significant  level  of  underemployment  uithin  an  industry.   Houever,  DTC  members 

and  others  have  learned  from  personal  experience  that  the  following  facts 

concern  i  ng 

the  operation  of  the  GSP  program: 

1.  An  unreasonable  burden  of  proof  is  placed  on  those  fighting  a  petition  to 

grant  a 

product  duty-free  status.  GSP  program  regulations  list  four  criteria  that  the 

Pres  ident 

should  consider  before  granting  a  petitioner  GSP  status: 

a)  The  prospect  of  enhancing  the  economic  status  of  developing  countries 
by  expanding  their  exports: 

b)  The  extend  that  other  developed  countries  are  helping  less  developed 
countries  expand  their  exports  uith  generalized  preference: 

c)  The  impact  that  granting  the  petition  would  have  on  U.S.  producers  of 
like  and  directly  competitive  products:  and, 

d)  The  ability  of  the  beneficiary  country  to  compete  with  respect  to  the 
article  being  requested  GSP  status. 

The  GSP  Subcommittee  appears  to  make  its  decisions  with  little  reference  to 
the  statutory  criteria  resulting  in  an  unreasonable  burden  being  placed  on  the 
import 
sensitive  domestic  industry  to  defending  itself  from  unreasonable  petitions. 

2.  GSP  duty-free  status  may  be  revoked  for  a  product  on  the  ground  that  the 
domestic  U.S.  industry  is  being  injured  by  GSP  duty-free  imports.  However,  by 
the 

time  relief  is  granted,  the  injured  U.S.  industry  has  already  suffered  extensive 

damage 

and  is  unlikely  to  recover. 

3.  The  fact  that  the  benefits  of  GSP  duty  free  status  may  be  advantageous  to 
large 

foreign  and  multinational  producers  and  not  to  the  GSP  petitioner  appears  to  be 
ignored  in  the  GSP  decision  making  process.  There  seems  to  be  no  interest  in 
determining  the  true  beneficiaries  of  a  given  petition. 

4.  At  the  time  the  U.S.  Congress  enacted  the  GSP  program,  it  indicated  that 
foreign 

government  subsidized  imports  should  not  receive  GSP  duty-free  status.  However, 

the  existence  of  subsidies  appear  to  be  irrelevant  to  the  current  GSP  decision 

making 

process:  that  is,  pork  and  dairy. 
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5.  The  GSP  Subcommittee,  uhich  initially  decides  GSP  cases,  gives  unrealistic 
weight  to  the  findings  and  recommendations  of  the  U.S.  International  Trade 
Commission  ("ITC").   Even  if  the  ITC  report  is  based  on  clearly  dated  or 
erroneous 

facts,  the  GSP  Subcommittee  has  neuer  reversed  an  ITC  report  supporting  the 
granting  of  a  petition. 

6.  There  is  no  effective  appeal  from  the  decision  of  the  GSP  Subcommittee.  The 
GSP  Subcommittee  foruards  its  decision  to  the  Trade  Policy  Reuieu  Group  ("TPRG") 
uhich  seldom  reverses  the  GSP  Subcommittee's  recommendations. 

?.  Of  particular  concern  to  agriculture  and  industrial  interests  is  the  uaiuer 
by  the 

previous  Administration  of  the  regulatory  requirement  of  a  3-year  period  between 
reviews  of  articles  previously  denied  eligibility. 

In  1991,  the  3-year  rule  was  waived  on  petitions  for  Goya  cheese,  wine, 
mushrooms,  and  other  import  sensitive  products.  This  occurred  a  mere  three 
months 

after  the  initial  petitions  on  these  same  products  were  rejected.   Other 
industries  such 
as  the  glassware  and  glass  industry  were  similarly  impacted. 

This  is  a  breach  of  a  commitment  made  by  the  USTR  at  the  time  GSP  renewal 
legislation  was  considered  in  1986,  and  reflected  in  Congressional  Committee 
reports 

on  that  legislation,  that  products  would  not  be  reconsidered  for  a  3-year  period 
following  a  previous  denial  of  eligibility. 

Given  our  experiences  with  a  GSP  program  that  is  abused  and  manipulated  for 
purely  political  purposes  and  with  no  regard  to  import  sensitive  American 
interests,  we 

respectfully  request  your  assistance  in  the  following  manner.   If  the  GSP 
program 

must  be  extended  for  a  year,  then  the  DTC  requests  that  the  following 
recommended 

changes  be  incorporated  into  the  pending  legislation  and  clearly  reflected  in 
the 
Committee  report  language  on  this  legislation: 

(1)  Hake  the  three-year  waiting  period  between  petitions  mandatory.  A 
statutory  requirement  is  necessary  so  that  domestic  industries  do  not  have  to 
bear  the 

burden  and  expense  of  repetitive  presentations  of  their  cases  because  of 

recurring 

reviews;  and 

(2)  Ensure  that  the  burden  of  proof  is  not  on  the  domestic  industry  but  on 
the 

petitioner;  that  is,  the  petitioner  must  demonstrate  that  it  meets  the 

applicable  criteria 

to  be  eligible  for  GSP  status. 
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Further,   the  Committee  report  should  clearly  reflect  the  Committee's   intent 
to 
make   improvements   in  the  operation  of   the  GSP  Program  —  with   industry  guidance 

uhen  the  program    is  considered  for  re-authorization.      This  uould  afford    import 

sensitive    industries  to  make  timely  and  meaningful   recommendations   to  the 

Congress 

on  the  GSP  program  operations. 

In  general,  the  DTC  supports  the  re-authorization  of  the  GSP  program  -  at 
this 

time  -  if  commitments  are  made  by  the  Administration  to  cooperate  uith  the 
Congress 

in  examining  the  validity  and  operations  of  the  GSP  program  before  it  is 
re-authorized. 

On  behalf  of  the  DTC,  whose  member  organizations  represent  approximately 
85x  of  U.S.  dairy  and  dairy  related  interests  including  National  Mi  Ik  Producers 
Federation  and  Farmers  Union  Mi  Ik  Marketing  Cooperative,  ue  thank  you  for  your 
consideration  of  our  request.  Ue  will  contact  your  office  shortly  in  order  to 
follou-up 
on  this  matter. 

Sincerely, 

A.  ttario  Castillo 
Director 
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Two  Paces  Wesl  •  2727  Paces  Ferry  Road  •  Atlanta,  Georgia  30339  •  404  433-821 1 


April  1,  1993 


The  Honorable  Sam  M.  Gibbons 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Representative  Gibbons: 

On  behalf  of  Home  Depot,  America's  largest  home  center  retailer,  I  urge  you  to  support 
the  continuation  of  the  Generalized  System  of  Preferences  (GSP)  program.  Furthermore, 
an  immediate  extension  of  the  GSP  program  before  its  expiration  date  of  July  4,  1993  is 
critical. 

The  GSP  program  provides  duty-free  access  for  goods  from  developing  countries.  It  is 
based  on  the  premise  that  trade,  not  aid,  is  the  most  effective  means  for  promoting  the 
economic  growth  of  these  nations. 

We  at  Home  Depot  feel  that  the  most  important  aspect  of  GSP  is  not  only  the  fact  that 
American  consumers  can  be  offered  high  quality  products  at  affordable  prices,  but  that  if 
President  Clinton  and  Congress  do  not  take  action  to  extend  GSP,  then  American 
consumers  will  be  forced  to  pay  substantially  higher  cost  for  many  products. 

We  urge  your  favorable  consideration  to  an  extension  of  the  GSP  program  before  it  expires 
this  July. 

Sincerely, 


Don  Campbell 
Director  of  Imports 
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4346  Green  Aah  Drive 


Tf 


Earth  City.  (St  Louis)  MO  63045 

Phone  (314)  291-3655 

800-486-4634 


April    14,    1993 


The  Honorable  Dan  Rostenkowski 
U.S.  House  of  Representatives 
Washington,  D.C.   20515 

Dear  Representative  Rostenkowski: 


I  am  writing  to  urge  you  to  support  the  continuation  of  the 
Generalized  System  of  Preference  (GSP)  program  and  seek 
immediate  extension. of  the. GSP  program  before,  its  expiration 
on  July  4,  1993. 

The  GSP  program,  which  provides  duty  free  access  for  goods 
from  developing  countries,  is  based  on  the  premise  that 
trade,  not  aid,  is  the  most  effective  means  for  promoting 
the  economic  growth  and  industrialization  of  these 
countries.   Even  so,  GSP  is  not  a  give  away  program.   The 
tariff  concessions  are  not  provided  for  "import  sensitive" 
products,  and  many  U.S.  manufacturers  rely  on  GSP  duty 
preferences  to  remain  competitive. 

GSP  permits  us  to  import  duty  free,  decorative  brass 
articles  from  India.   Our  sales  throughout  the  USA  permit  us 
to  employ  20  at  our  St.  Louis  headquarters,  as  well  as 
occupy  75,000  square  feet  of  office  and  warehouse.   Our 
company  contributes  to  the  local  economy  with  a  heavy 
emphasis  on  transportation  services.   Apart  from  our  own 
employees,  we  help  provide  jobs  and  wages  for  up  to  100 
people  who  supply  services  and  products  for  India  Exotics. 

If  GSP  is  not  continued,  the  cost  of  our  products  will 
increase  by  up  to  six  percent,  thereby  jeopardizing  our 
growth,  and  our  ability  to  contribute  to  our  local  economy. 
We  urge  you  to  quickly  introduce  and  approve  an  extension  of 
the  GSP  program  before  it  expires. 

Very  truly  yours, 

India  Exotics,  Inc. 

/ 


S.K.  Khokha, 
President 
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International  Intellectual  Property  Alliance 


aap 


AMP, 


1747  Pennsylvania  Avenue,  NW  •  Twelfth  Floor  •  Washington,  DC.  20006 
Tel  (202)  833-4198  •  Fax  (202)  872-0546 


Eric  H.  Smith 
Executive  Director 

and 
General  Counsel 


April    27,     1993 


The  Honorable  Sam  M.  Gibbons 

Chairman 

Subcommittee  on  Trade 

Committee  on  Ways  and  Means 

U.S.  House  of  Representatives 

1136  Longvorth  House  Office  Building 

Washington,  DC  20515 


Hearings  on  the  Renewal  of  the 
Generalized  System  of  Preferences  fGSPI 


RIAA 


Dear  Chairman  Gibbons: 

The  International  Intellectual  Property  Alliance  ("IIPA" 
or  "Alliance")  strongly  supports  a  one-year  renewal  of  the 
Generalized  System  of  Preferences  (GSP)  Program.  This  letter 
serves  as  a  supplement  to  testimony  given  today  by  Carol 
Risher,  Vice  President  for  the  Association  of  American 
Publishers,  representing  the  Coalition  for  GSP  Renewal  (of 
which  IIPA  is  a  member)  .  The  GSP  Program  has  played  an 
important  role  in  securing  improved  copyright  protection  and 
enforcement  in  several  GSP  beneficiary  countries. 

As  you  know,  IIPA  consists  of  eight  trade  associations, 
each  of  which,  in  turn,  represents  a  significant  segment  of 
the  copyright  industries  in  the  United  States.  IIPA  consists 
of  the  American  Film  Marketing  Association  (AFMA) ,  the 
Association  of  American  Publishers  (AAP) ,  the  Business 
Software  Alliance  (BSA) ,  the  Computer  and  Business  Equipment 
Manufacturers  Association  (CBEMA) ,  the  Information  Technology 
Association  of  America  (ITAA) ,  the  Motion  Picture  Association 
of  America  (MPAA) ,  the  National  Music  Publishers'  Association 
(NMPA) ,  and  the  Recording  Industry  Association  of  America 
(RIAA).  IIPA  represents  more  than  1,500  companies  that 
publish,  produce  and  distribute  computers  and  computer 
software;  motion  pictures,  television  programs  and  home 
videocassettes;  music,  records,  compact  discs  and 
audiocassettes;  textbooks,  tradebooks,  reference  and 
professional  publications  and  journals. 

The  core  copyright  industries  accounted  in  1990  for  over 
$190  billion  in  value  added  from  their  copyright-related 
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activities,  or  3.3%  of  the  U.S.  Gross  Domestic  Product  (GOP). 
According  to  a  report  prepared  for  IIPA  by  Economists,  Inc. 
entitled  "Copyright  Industries  in  the  U.S.  Economy:  1977- 
1990",  these  industries  grew  at  more  than  twice  the  rate  of 
the  economy  as  a  whole  between  1977  and  1990  (6.3%  vs.  2.5%), 
and  employed  new  workers  at  a  greater  rate  (4.2%  vs.  1.6%) 
between  1987  and  1990  —  more  than  any  other  comparably-sized 
sector  of  the  U.S.  economy.  These  industries  contributed  over 
$34  billion  in  foreign  sales  to  this  country  in  1990. 

The  GSP  Program  and  Copyright  Protection  in  General 

The  U.S.  copyright-based  industries  represent  one  of  the 
few  sectors  of  the  U.S.  economy  that  regularly  contributes  to 
a  positive  balance  of  trade.  Inexpensive  and  accessible 
reproduction  technologies,  however,  have  made  it  easy  for  U.S. 
copyrighted  works  to  be  pirated  —  stolen  —  in  other 
countries.  In  addition  to  the  worldwide  problem  of  piracy, 
several  foreign  countries  have  erected  market  access  barriers 
to  U.S.  copyright  products.  To  combat  these  dual  problems  in 
developing  countries,  the  U.S.  copyright-based  industries 
joined  with  the  Administration  and  Congress  to  fashion  and 
implement  trade  legislation  and  negotiating  tools  that 
recognize  that  countries  which  condone  piracy  or  other  market 
access  barriers  to  copyrighted  products  should  not  receive 
unilateral  and  concessionary  trade  benefits  from  the  U.S.  To 
this  end,  the  Caribbean  Basin  Economic  Recovery  Act1  and 
"Section  301"  (later  "Special  301")  provide  expressly  that 
failure  to  afford  adequate  protection  to  U.S.  intellectual 
property  is  an  unfair  trade  practice.2 

In  the  GSP  Renewal  Act  of  1984, 3  Congress  specified 
conditions  that  GSP  beneficiary  countries  must  meet  in  order 
to  gain  and  maintain  their  preferential  trading  status.  In 
particular,  one  of  these  express  conditions  (Congress  also 
delineated  it  as  one  "purpose"  of  the  GSP  Program)  was  to 
encourage  developing  countries  "to  provide  effective  means 
under  which  foreign  nationals  may  secure,  exercise,  and 


1  See  the  Caribbean  Basin  Economic  Recovery  Act,  Pub.  L. 
No.  98-67,  §§  212(b)(5)  and  212(c)(9)  (codified  at  19  U.S.C. 
§§  2702(b)(5)  and  2702(c)(9)).  This  Act  is  commonly  referred 
to  as  the  Caribbean  Basin  Initiative  (CBI) . 

2  gee  Trade  and  Tariff  Act  of  1984,  Pub.  L.  No.  98-573 
(1984) ,  as  amended.  Omnibus  Trade  and  Competitiveness  Act  of 
1988,  Pub.  L.  No.  100-418  (codified  at  19  U.S.C.  §§  2411- 
2420) . 

J  See  Title  V  of  the  Trade  and  Tariff  Act  of  1984,  Pub. 
L.  No.  98-573  (1984)  (codified  at  19  U.S.C.  §§  2461-2465). 
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enforce  exclusive  intellectual  property  rights."4  In  fact, 
the  Report  of  this  House  Ways  and  Means  Committee  stated  that 
"countries  wishing  to  reap  the  benefits  of  preferential  duty- 
free access  to  the  U.S.  market  must  fulfill  international 
responsibilities"  in  the  intellectual  property  area.5 


Use  of  the  GSP  Program  to  Improve 

Copyright  Protection  in  GSP  Beneficiary  Countries 

IIPA  applauds  your  support  for  the  GSP  Program  and  its 
provisions  on  intellectual  property.  This  Program  gives  the 
copyright  industries  and  the  U.S.  government  a  strong  tool  to 
address  piracy  of  U.S.  copyrighted  works.  The  leverage 
provided  by  the  prospect  of  the  U.S.  halting  or  limiting  GSP 
privileges  to  those  beneficiary  countries  which  refuse  to  stem 
illegal  piracy  or  open  their  markets  to  U.S.  copyrighted 
products  and  services  has  been  important  in  achieving  the 
goals  of  the  GSP  Program.  The  need  for  this  leverage  has  not 
diminished  since  1984.  Retaining  GSP  benefits  has  figured 
prominently  in  the  decisions  by  a  number  of  countries  to 
improve  their  IPR  protection.  IIPA  and  its  member 
associations  have  used  the  GSP  petition  process  as  a  means  to 
directly  encourage  countries  with  high  levels  of  piracy  and 
market  access  barriers  to  U.S.  copyrighted  products  to  improve 
their  copyright  protection,  enforcement  and  market  access 
schemes.  While  striking  the  proper  balance  between  GSP  as  an 
aid  program  and  GSP  as  a  trade  tool  is  difficult,  the  Program 
nevertheless  continues  to  be  an  important  component  of  U.S. 
trade  policy. 

Indeed,  these  concerted  efforts  by  the  U.S.  government 
and  IIPA  to  use  GSP  leverage  has  proved  successful  in  several 
cases.  For  example,  the  threat  of  possible  withdrawal  of  GSP 
privileges  proved  essential  in  Singapore;  a  copyright  law  was 
passed  in  February  1987  and  Singapore  entered  into  bilateral 
copyright  relations  with  the  U.S.  in  April  1987.  Singapore 
changed  from  being  the  "world  capital  of  piracy"  (in  1985)  to 
being  a  model  country  for  the  establishment  and  enforcement  of 
intellectual  property  rights.  Similarly,  after  extensive 
trade  discussions  with  the  U.S.,  Malaysia  adopted  a  new 
copyright  law  in  December  1987  and  amended  its  copyright  law 
to  afford  protection  for  foreign  works  and  joined  the  Berne 
Convention  in  1990.  In  part,  as  a  result  of  GSP  leverage, 
other  countries  like  Taiwan  and  Mexico  also  made  improvements 
to  their  copyright  regimes  (this  is  not  to  suggest  that  all 
problems  in  the  copyright  area  have  been  resolved  by  these  two 


4  See  Section  501(b)(9)(B)  of  the  GSP  Renewal  Act. 

5  House  Rep.  No.  98-1090,  98th  Cong.,  2d  Sess.  at  12 
(1984)  . 
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countries  or  the  improvement  in  these  countries  are  the 
exclusive  result  of  GSP  leverage) . 

In  addition  to  GSP  leverage  used  by  the  U.S.  government 
on  its  own  initiative,  IIPA  and  its  members  have  filed 
petitions  to  de-designate  targeted  countries  as  GSP 
beneficiary  countries.  To  date,  the  results  of  these  actions 
have  been  mixed  and,  as  a  result,  IIPA  has  increasingly  relied 
on  the  "Special  301"  trade  procedure6  to  call  attention  to 
deficiencies  in  copyright  protection  and  enforcement 
experienced  by  our  industries  in  foreign  countries.  This, 
however,  has  not  diminished  the  important  leverage  of  the  GSP 
Program.  As  this  Committee  knows,  the  U.S.  Trade 
Representative  has  the  discretion  to  remove  GSP  trade  benefits 
as  part  of  a  range  of  retaliatory  measures  under  Special  301. 

The  following  briefly  reviews  IIPA's  and  its  members' 
experiences  under  the  GSP  Program. 

Indonesia:  On  June  1,  1986,  IIPA  petitioned  to  deny  GSP 
benefits  to  Indonesia  as  a  result  of  massive  piracy  of  U.S. 
copyrighted  works  there.  The  GSP  review  process  advanced 
broad  copyright  reform  when  Indonesia  passed  significant 
amendments  to  its  copyright  law  in  1987,  thus  permitting  it  to 
remain  in  the  GSP  Program.  Indonesia  then  entered  into 
bilateral  copyright  relations  with  the  U.S.,  effective  August 
1,  1989.  After  seven  years  of  discussions  prompted  by  GSP 
petitions  and  Special  301  action,  Indonesia  appears  to  be 
headed  toward  resolving  most  of  its  outstanding  market  access 
problems. 

Thailand:  On  June  1,  1987,  IIPA  petitioned  the  President 
to  review  the  GSP  eligibility  of  Thailand  and  to  deny  GSP 
benefits  as  a  result  of  that  country's  failure  to  provide 
adequate  and  effective  copyright  protection  to  U.S.  copyright 
owners.  Although  USTR  did  accept  IIPA's  petition  to  de- 
designate  Thailand  from  the  GSP  Program  for  lack  of  adequate 
intellectual  property  protection,  de-designation  was  not 
ordered.  Instead,  Thai  intellectual  property  practices 
continued  to  be  reviewed  through  the  end  of  1988  and  in 
January  1989,  President  Reagan  announced  his  decision  to  deny 
duty-free  entry  to  only  approximately  $165  million  in  Thai 
exports  to  the  U.S.  This  "minimal"  sanction  was  virtually 
ignored  by  the  Thai  government. 

IIPA  and  the  U.S.  government  have  pressed  for  further 
reform  in  Thailand  through  the  use  of  Section  301  as  well  as 
Special  301.  In  November  1989,  after  another  year  of  Thai 
inaction,  the  IIPA,  MPAA  and  RIAA  filed  a  Section  301  petition 
against  Thailand.    A  one-year  investigation  commenced  and 


See  19  U.S.C.  §  2242. 
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Ambassador  Hills  made  an  "unfairness"  determination  against 
Thailand  in  December  1991.  Ambassador  Hills  terminated  the 
301  action  and  stated  that  the  situation  would  be  monitored 
further.  In  April  1992,  USTR  announced  that  Thailand  would 
remain  a  Priority  Foreign  Country.  While  no  new  investigation 
is  necessary,  Thailand  continues  to  remain  subject  to  trade 
retaliation  under  Special  301.  The  threat  of  retaliation  — 
which  could  include  the  loss  of  GSP  benefits  (which  total  over 
$2  billion  in  GSP  imports  annually)  —  has  prompted  Thailand 
to  move  forward  to  address  the  concerns  of  the  IP  industries. 
Only  in  recent  weeks  has  the  Thai  government  increased  raids 
on  pirates  and  indicated  that  it  may  take  steps  to  improve  its 
inadequate  copyright  law.  IIPA  continues  to  press  for  further 
reform  and  awaits  USTR's  Special  301  decision  later  this  week. 
Because  of  Thailand's  significant  GSP  trade,  GSP  leverage  is 
very  important. 

The  Philippines:  On  June  1,  1989,  IIPA  requested  that 
GSP  benefits  be  denied  to  the  Philippines  because  of  high 
levels  of  piracy  and  an  inadequate  copyright  law  which 
includes  a  compulsory  license  which  is  incompatible  with  the 
Berne  Convention  and  has  destroyed  the  market  for  books  in 
that  country.  At  the  request  of  USTR,  the  IIPA  withdrew  its 
GSP  de-designation  petition  on  August  4,  1989,  on  the  basis  of 
commitments  made  by  the  Philippine  government  to  improve  its 
level  of  copyright  protection.  After  three  more  years  of 
unfulfilled  commitments  by  the  Philippines  and  mounting  losses 
due  to  piracy,  pressure  this  year  under  Special  301  has  led  to 
positive  results.  On  April  6,  1993,  the  Philippine  government 
entered  into  an  agreement  to  raise  its  level  of  IPR  protection 
to  internationally-accepted  standards  and  increase  enforcement 
efforts. 

Malta:  In  1991,  MPEAA  petitioned  that  GSP  trade  benefits 
to  Malta  be  denied  because  of  rampant  video  piracy  in  that 
country.  Extensive  submissions  were  made,  hearings  were  held, 
and  the  U.S.  and  Maltese  governments  engaged  in  negotiations 
aimed  at  resolving  the  problems  of  piracy  and  inadequate 
copyright  protection.  The  Maltese  government  made  commitments 
to  step  up  enforcement  activities  and  pass  legislation  to 
amend  its  copyright  law.  This  GSP  investigation  was  extended 
in  1992.  Under  the  imminent  threat  of  GSP  withdrawal,  Malta 
recently  passed  amendments  to  its  copyright  law  to  increase 
penalties  and  moved  forward  the  implementation  date  of  this 
law  to  January  1,  1993.  It  also  adopted  regulations  which 
would  enhance  enforcement  efforts.  As  a  result  of  this 
positive  action,  MPEAA  withdrew  its  GSP  petition  on  January 
29,  1993. 

Pending  and  Future  Use  of  GSP  Petitions 

MPEAA  has  been  very  active  in  using  the  GSP  program  to 
apply  trade  leverage  to  get  countries  to  improve  their 
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copyright  regimes  and  enforcement.  Importantly,  MPEAA  has 
three  GSP  petitions  still  under  consideration  at  USTR.  The 
lapse  of  the  GSP  program  this  summer  could  jeopardize  the 
efforts  being  made  to  resolve  the  serious  issues  in  several 
countries. 

Guatemala:  MPEAA  also  filed  against  Guatemala  in  1991 
because  of  that  country's  failure  to  provide  adequate  and 
effective  protection  for  U.S.  motion  pictures,  television 
programming  and  videocassettes.  USTR  continued  the  GSP 
investigation  in  1992.  Recently-adopted  cable  legislation  has 
been  challenged  in  court  as  unconstitutional.  Through  an 
interim  program  designed  by  MPEAA,  many  Guatemalan  cable 
operators  have  made  commitments  not  to  retransmit  U.S. 
programming  without  authorization. 

Honduras  and  the  Dominican  Republic:  MPEAA  filed  against 
these  two  countries  in  1992  because  of  their  respective 
failures  to  provide  adequate  and  effective  protection  for  U.S. 
motion  pictures,  television  programming  and  videocassettes. 
After  years  of  effort,  Honduras  still  is  in  the  process  of 
drafting  a  new  copyright  law  which  is  hoped  to  meet 
internationally-accepted  standards.  Under  the  GSP  withdrawal 
threat,  the  Dominican  Republic  reportedly  has  enacted  cable 
and  video  regulations  to  address  the  piracy  problem;  MPEAA  is 
attempting  to  obtain  these  regulations  in  order  to  analyze 
whether  they  will  correct  the  existing  problems. 

Moreover,  IIPA  would  like  to  see  even  greater  use  of  the 
GSP  Program  by  the  new  Administration.  In  its  February  12, 
1993  Special  301  submission  to  USTR,  IIPA  placed  seven 
countries  on  public  notice  that  if  problems  in  the  particular 
countries  were  not  resolved  by  June  1,  1993,  IIPA  would  file 
petitions  to  de-designate  them  as  eligible  countries  under 
GSP.  These  countries  include  Cyprus ,  Egypt,  El  Salvador,  the 
Philippines,  Poland,  Thailand  and  Venezuela.  With  the 
exception  of  the  Philippines  (which  has  already  made  bilateral 
commitments) ,  IIPA  will  continue  to  track  developments  in  the 
other  six  countries  through  the  end  of  May  1993.  We  believe 
this  impending  threat  will  make  a  difference  to  these 
countries  —  but  only  if  the  GSP  Program  is  renewed. 

A  new  problem  has  cropped  up  in  Cyprus  which  may  demand 
swift  action  under  GSP.  The  U.S.  copyright  industries  have 
been  totally  frustrated  by  problems  in  Cyprus.  On  June  1, 
1991,  the  MPEAA  filed  a  petition  to  deny  GSP  benefits  to 
Cyprus  because  of  the  widespread  video  piracy  and  unauthorized 
public  performances  taking  place  on  the  island  and  the  export 
of  pirate  videocassettes  into  Europe  and  the  Middle  East. 
Again,  at  the  request  of  USTR,  MPEAA  later  conditionally 
withdrew  its  petition  based  on  Cyprus'  public  acknowledgement 
of  its  role  as  a  major  transshipping  center  for  pirate 
videocassettes   and   its   commitment   to   confiscate   pirate 
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materials  and  adopt  new  copyright  legislation  by  January  1992. 
This  date  passed  by.  IIPA  and  USTR  have  been  very  concerned 
when  public  discussions  in  Cyprus  focussed  on  establishing  a 
possible  "grace"  period  of  up  to  one  year  —  this  would  permit 
the  pirates  to  sell  off  their  illegal  stock.  IIPA  had  urged 
that  no  period  of  transition  be  permitted,  given  the  already 
long  delays  in  passing  the  copyright  law. 

IIPA  just  learned  that  Cyprus  finally  passed  these 
amendments  to  its  copyright  law  just  last  week. 
Unfortunately,  a  9-month  grace  period  was  also  adopted.  To 
make  matters  worse,  reports  indicate  that  the  Cypriot 
government  has  suspended  application  of  criminal  provisions 
for  infringement  under  its  current  law  during  this  grace 
period.  This  is  an  outrage.  IIPA  is  considering  asking  USTR 
to  accept  an  emergency  GSP  petition  to  de-designate  Cyprus  as 
a  GSP-eligible  country.  Again,  this  effort  will  depend  upon 
prompt  extension  of  the  GSP  Program. 

In  an  April  19,  1993,  hearing  before  the  Subcommittee  on 
International  Trade  of  the  Senate  Committee  on  Foreign 
Affairs,  USTR  General  Counsel  Ira  Shapiro  indicated  the 
Clinton  Administration's  intention  to  move  swiftly  with  all 
available  tools,  including  GSP,  to  use  against  countries  which 
do  not  provide  adequate  and  effective  copyright  protection  and 
enforcement.  IIPA  strongly  approves  of  this  goal.  The 
members  of  the  IIPA  intend  to  press  the  Administration  on  its 
resolve  to  use  the  GSP  trade  remedy. 

But  first  things  first  —  renewal  of  the  GSP  program 
before  July  4,  1993  is  the  most  important  order  of  business. 
IIPA  respectfully  requests  that  this  Subcommittee  support  the 
one-year  renewal  of  the  GSP  program. 


Conclusion 

The  GSP  Program  is  a  critical  element  of  the  U.S. 
bilateral  trade  program.  IIPA  strongly  supports  the  short- 
term  renewal  of  the  GSP  Program.  IIPA  also  advocates  the 
vigorous  application  of  GSP  in  the  intellectual  property 
realm,  consistent  with  the  position  articulated  by  the  Clinton 
Administration . 


Executive  Director 
and  General  Counsel 
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(BY  PERMISSION  OF  THE  CHAIRMAN:) 


EMBASSY     OF     ISRAEL  f«5 ■VJi\  ^RIB'  riTIJO 

Before 

The 

Subcommittee  on  Trade,  Committee  on  Ways  and  Means 

United  States  House  of  Representatives 


April  27,  1993 

Hearing  on  Renewal  of  the 

Generalized  System  of  Preferences 


WRITTEN  COMMENTS  OF 

THE  GOVERNMENT  OF  ISRAEL 

through  Amnon  Neubach, 

Minister  of  Economic  Affairs, 

Embassy  of  Israel 

Washington,  D.C. 


The  Government  of  Israel  is  pleased  to  submit  these  brief 
comments  in  connection  with  the  Committee's  deliberations 
regarding  renewal  of  the  Generalized  System  of  Preferences. 

The  Government  of  Israel  supports  the  renewal  of  the 
Generalized  System  of  Preferences  (GSP) .  Over  the  years  that 
the  GSP  has  been  in  effect,  Israel  has  benefitted 
substantially  from  this  program.  Under  the  program,  Israel 
secured  its  position  as  an  important  trading  partner  with  the 
United  States. 

Even  from  the  very  beginning,  however,  Israel  had  no 
"free  ride"  under  the  GSP.  In  exchange  for  GSP  benefits, 
Israel  made  substantial  tariff  concessions  to  the  United 
States,  which  provided  better  access  to  Israel's  markets  for 
U.S.  products.  These  concessions  proved  worthwhile  to  Israel 
as  well  since  the  GSP  allowed  Israeli  producers  to  continue  to 
compete  with  other  nations  for  sales  in  the  United  States, 
without  GSP  benefits,  Israel  likely  would  have  lost  a 
substantial  share  of  the  U.S.  market  to  other  countries. 

As  the  Committee  well  knows,  Israel  and  the  United  States 
signed  a  Free  Trade  Area  Agreement  in  1985,  the  first  such 
agreement  for  the  United  States.  Although  that  agreement  has 
been  in  effect  since  1985,  not  all  products  entering  the 
United  States  from  Israel  are  as  yet  duty-free.  The  U.S.- 
Israel  FTA  completes  its  phase-in  period  on  January  1,  1995. 
Until  that  time,  several  products  from  Israel  are  currently  on 
the  GSP,  but  are  not  yet  duty-free  under  the  FTA.  During  the 
FTA  negotiations,  it  was  Israel's  understanding  that  certain 
items  that  would  not  be  duty-free  under  the  FTA  until  1995 
would,  nonetheless,  continue  to  receive  duty-free  access  to 
the  United  States  under  the  GSP  so  long  as  the  imports  did  not 
exceed  the  50%  or  dollar  value  competitive-need  limits.  As  a 
consequence,  Israel  accepted  the  placement  of  these  items  on 
so-called  "List  C" ,  which  list  provides  for  FTA  duty-free 
treatment  only  in  1995.  Had  Israel  been  apprised  at  the  time 
that  these  products  might  not  continue  to  be  duty-free  because 
the  GSP  might  be  allowed  to  expire,  Israel  would  not  have 
agreed  as  readily  to  the  placement  of  these  items  on  the  "C" 
list.  Instead,  Israel  would  have  considered  seeking  further 
concessions. 
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In  consequence,  the  GSP  program  is  still  important  to 
Israel  as  part  of  its  on-going  free  trade  relationship  with 
the  United  States.  Therefore,  Israel  hopes  the  program  will 
be  renewed  prior  to  expiration  in  July  of  this  year. 

Thank  you. 

Respectfully  submitted 


A  MuA 


Amnon  Neubach 

Minister  (Economic  Affairs) 
Embassy  of  Israel 
3514  International  Drive,  N.W. 
Washington,  D.C.   20008 
(202)  364-5693 
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BEFORE  THE  SUBCOMMITTEE  ON  TRADE 

COMMITTEE  ON  NAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 


COMMENTS  OF  THE  LACKAWANNA  LEATHER  COMPANY 

IN  SUPPORT  OF  THE  RENEWAL  OF  THE  UNITED  STATES' 

GENERALIZED  SYSTEM  OF  PREFERENCES  PROGRAM 


These  comments  are  submitted  on  behalf  of  The  Lackawanna 
Leather  Company  ("Lackawanna  Leather")  in  support  of  the 
anticipated  request  by  the  Clinton  Administration  to  the  Congress 
for  a  "short-term"  extension  (either  twelve  or  eighteen  months) 
of  the  United  States'  Generalized  System  of  Preferences  ("GSP") 
program,  which  is  due  to  expire  on  July  4,  1993.   Lackawanna 
Leather  enjoys  a  global  reputation  as  an  innovative  leather 
processor,  using  both  domestically- sourced  hides  and  imported 
hides.   The  company  is  headquartered  in  Conover,  North  Carolina, 
where  it  also  has  a  substantial  processing  facility,  and  has 
three  processing  facilities  in  Omaha,  Nebraska.   The  company 
employs  over  600  people  in  its  Conover  and  Omaha  facilities. 
Lackawanna  Leather  is  one  of  four  companies  comprising  United 
States  Leather  Holdings,  Inc.,  which  is  headquartered  in 
Milwaukee,  Wisconsin. 

Lackawanna  Leather  imports  leather  from  all  over  the  world 
into  the  United  States,  and  then  processes  the  leather  for  a  wide 
variety  of  uses.   Global  sourcing  has  permitted  Lackawanna 
Leather  to  remain  competitive  in  the  highly  competitive  U.S.  and 
world  leather  markets.   The  company  seeks  quality  hides  at  the 
best  possible  prices,  and  has  sourced  imports  from  many 
Beneficiary  Developing  Countries  ("BDCs")  under  the  GSP  program. 
At  times,  the  benefits  conferred  by  the  GSP  program  have  been  a 
determining  factor  in  sourcing  decisions.   This  has  not  only 
permitted  Lackawanna  Leather  to  obtain  quality  product  at 
competitive  prices,  but  has  helped  generate  employment  and 
economic  growth  in  the  BDC  from  which  it  is  sourcing  product. 
The  termination  of  the  GSP  program  would  have  an  adverse  effect 
on  Lackawanna  Leather,  its  customers  in  the  U.S.  furniture 
industry,  and  the  BDCs  from  which  it  currently  sources  product. 

The  potential  adverse  impact  resulting  from  the  termination 
of  the  GSP  program  on  Lackawanna  Leather  is  significant.   In 
fact,  Lackawanna  Leather  has  already  experienced,  on  a  smaller 
scale,  the  effect  of  the  loss  of  GSP  eligibility  on  one  of  its 
product  lines  --  buffalo  (water  buffalo)  leather  imported  from 
Thailand  --  and  has  seen  first-hand  the  significant  adverse 
effect  the  loss  of  GSP  eligibility  (even  for  a  single  product) 
can  have  on  a  company's  operations.   If  GSP  eligibility  is  not 
restored  to  buffalo  leather  from  Thailand,  not  only  Lackawanna 
Leather,  but  also  its  customers  in  the  already  severely  depressed 
U.S.  furniture  industry,  and  its  suppliers  (and  their  employees) 
in  Thailand,  will  be  adversely  affected. 

Lackawanna  Leather  was  instrumental  in  developing  a  market 
for  buffalo  leather  in  the  United  States  by  processing  it  in  such 
a  way  to  make  it  comparable  to  the  quality  of  Italian  split 
leather.   Italian -produced  furniture  of  split  leather  dominated 
the  lower  end  of  the  U.S.  leather  furniture  market  up  until  the 
late  1980s.   Lackawanna  Leather  was  able  to  develop  this  product, 
and  the  market  for  this  product,  in  part  because  buffalo  leather 
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from  Thailand  was  entitled  to  duty-free  treatment  under  the  GSP 
program.   The  ability  to  enter  this  leather  free  of  duty  (the  MFN 
rate  of  duty  on  buffalo  leather  is  3.7  percent)  made  Lackawanna 
Leather's  buffalo  leather  operation  economically  viable. 

Buffalo  leather  is  not  produced  in,  or  available  from 
sources  in,  the  United  States.   It  is  available  to  U.S.  companies 
in  commercial  quantities  only  from  Thailand  (Vietnam  is  the  other 
potential  source).   It  is  used  by  U.S.  furniture  manufacturers  to 
produce  inexpensive  leather  furniture,  a  segment  of  the  leather 
furniture  market  which  has  been  dominated  by  low-priced  Italian 
imports.  Until  the  introduction  of  buffalo  upholstery  leather 
into  the  U.S.  market  in  the  late  1980s,  the  U.S.  furniture 
manufacturers  had  to  compete  against  the  imported  product  by 
using  either  vinyl,  which  was  cost  competitive  but  of  a  much 
lesser  quality,  or  low- cost  bovine  leather,  which  was  of  a 
similar  quality  but  much  more  expensive  than  the  leather  used  by 
the  Italian  furniture  manufacturers.  With  the  introduction  of 
buffalo  leather  into  the  United  States  in  the  late  1980s,  U.S. 
furniture  manufacturers  were  able  to  compete  on  both  a  price  and 
quality  basis  with  less  expensive  imported  Italian  leather 
furniture.  The  importation  of  the  buffalo  hides  for  processing 
created  additional  employment  at  Lackawanna,  and  maintained 
and/or  created  employment  in  the  U.S.  furniture  industry,  which 
for  the  first  time  was  given  an  upholstery  material  which  could 
compete  again  low-priced  leather  furniture  from  Italy.   Further, 
not  forgetting  the  original  purpose  of  the  GSP  program, 
significant  employment  was  generated  in  Thailand  by  Lackawanna 
Leather' 8  growing  demand  for  buffalo  hides. 

Buffalo  upholstery  leather  from  Thailand  had  been  eligible 
for  duty-free  entry  into  the  United  States  under  the  GSP  program 
up  until  July  1,  1991.  GSP  eligibility  was  lost  at  this  time  not 
because  of  any  complaint  from  the  U.S.  leather  industry,  but 
because  of  the  automatic  operation  of  the  competitive  need  limit 
of  the  GSP  law.   Lackawanna  Leather  has  expended  a  great  deal  of 
time  and  effort  to  have  GSP  eligibility  restored  to  buffalo 
leather  from  Thailand  in  order  to  try  to  save  its  buffalo  leather 
operations.   (A  decision  on  the  Petition  to  restore  buffalo 
leather  from  Thailand  to  GSP  eligibility  filed  by  Lackawanna 
Leather  in  the  1992  GSP  Annual  Product  Review  has  not  yet  been 
announced.) 

The  loss  of  GSP  eligibility  for  buffalo  leather  from 
Thailand  has  severely  affected  the  commercial  viability  of 
Lackawanna  Leather's  buffalo  leather  import  operations.  Given 
the  precarious  financial  position  of  most  of  its  customers  in  the 
U.S.  furniture  industry,  Lackawanna  Leather  was  unable  to  pass 
along  the  additional  cost  of  the  3.7  percent  import  duty.  The 
company  cannot  continue  to  absorb  this  cost  for  much  longer.   If 
its  effort  to  restore  GSP  eligibility  to  the  product  in  the  1992 
GSP  Annual  Product  Review  does  not  succeed,  Lackawanna  Leather 
may  have  to  discontinue  its  buffalo  leather  operations.   This 
would  hurt  Lackawanna  Leather's  customers  in  the  U.S.  furniture 
industry,  which  would  no  longer  have  access  to  the  upholstery 
material  which  allowed  it  to  manufacture  leather  furniture  which 
could  compete  against  imported  low-cost  Italian  split  leather 
furniture.   Further,  it  would  seriously  undermine  the  Thai 
industry  supplying  buffalo  hides  to  Lackawanna  Leather,  which  has 
expanded  greatly  as  a  result  of  the  demand  for  buffalo  leather 
generated  by  Lackawanna  Leather  in  the  U.S.  market. 

The  effect  of  the  loss  of  GSP  eligibility  on  only  one  of  its 
product  lines  has  had  a  significant  detrimental  effect  on 
Lackawanna  Leather.  Were  the  entire  GSP  program  to  be 
discontinued,  this  effect  would  not  be  limited  to  a  single 
product  line,  but  would  affect  a  large  segment  of  the  company's 
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operations.   Having  already  experienced  the  disruption  caused  by 
the  loss  of  GSP  eligibility  on  a  limited  scale,  the  company  does 
not  wish  to  experience  the  loss  of  GSP  eligibility  on  all  of  the 
articles  it  imports  which  currently  receive  benefits  under  the 
program. 

Lackawanna  leather  would  strongly  urge  that  Congress 
favorably  consider  the  Administration's  anticipated  request  for  a 
"short-term"  extension  of  the  GSP  program.   Lackawanna  Leather 
also  urges  that  the  program  be  extended  in  a  timely  fashion, 
i.e..  that  an  extended  GSP  program  goes  into  effect  on  July  5, 
1993,  immediately  following  the  expiration  of  the  current 
program.   Any  "gap"  between  the  expiration  of  the  current  program 
and  the  effective  date  of  legislation  extending  the  program  would 
seriously  disrupt  Lackawanna  Leather's  operations. 

Lackawanna  Leather  has  already  seen  an  important  segment  of 
its  business  operations  adversely  affected  by  the  loss  of  GSP 
eligibility.   The  cost  to  the  company  has  been  significant,  but 
would  be  minimal  compared  to  the  cost  to  the  company,  and 
resulting  disruption  of  its  operations,  were  the  GSP  program  not 
extended.   For  this  reason,  Lackawanna  Leather  strongly  urges 
that  the  GSP  program  be  extended  in  accordance  with  the 
Administration's  request. 
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LIBERTY  f  WOODS  INTERNATIONAL,  INC. 


K 


S00  N.  Sute  College  Blvd  .  Suite  1260.  Oranje.  CA  92668 
714  634-4226  •  telex  211-059  LBWD  •  FAX  714  634-8573 


April  19,  1993 


The  Honorable  Sam  Gibbons 

Chairman,  Trade  Subcommittee  on 

International  Trade,  Senate  Finance  Committee 

United  States  Senate 

205  Dirksen  Senate  Office  Building 

Washington,  D.C.  20510 

SUBJECT:     Extension  and  Renewal  of 

Generalized  System  of  Preferences 

Your  Honor, 

Liberty  Woods  International,  Inc.  is  a  California  corporation  employing  21  people  in  its 
office  in  Orange,  California.  The  company  is  involved  in  the  importation  of  wood 
products  from  Malaysia  and  other  countries  currently  qualifying  for  the  Generalized 
System  of  Preferences  (GSP). 

It  is  our  understanding  that  the  GSP  Program  will  be  discontinued  as  of  July  4,  1993, 
unless  Congress  enacts  legislation  to  renew  or  extend  the  Program.  The  purpose  of  this 
letter  is  to  notify  you  of  the  adverse  impact  of  the  discontinuance  of  the  GSP  Program  on 
our  company,  our  employees,  our  industry,  and  business  in  Southern  California. 

A  substantial  portion  of  the  product  which  is  purchased  for  sale  in  the  United  States  by 
Liberty  Woods  comes  from  Malaysia.   Malaysia  currently  participates  in  the  GSP 
Program,  and  their  products  enter  this  country  without  duty.  The  Program  was  instituted 
for  the  puipose  of  encouraging  the  development  of  third  world  countries  by  giving  them 
assistance  in  competing  with  other  countries  more  advanced  in  various  industrial 
activities  and  international  trade    The  Program  has  assisted  in  the  development  of 
industrial  facilities  and  new  jobs  in  Malaysia  an  J  other  third  world  countries,  and  has 
encouraged  competition  and  international  trade  in  general. 

Based  on  our  information  of  the  market  and  the  business  strategies  of  the  various 
Malaysian  businessmen,  we  are  convinced  that  if  the  GSP  Program  is  discontinued,  those 
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for  U.S.  citizens,  and  the  loss  of  jobs  for  those  employees  depending  on  the  supply  of 
product  from  countries  qualifying  for  GSP. 

Therefore,  Liberty  Woods  and  its  employees  implore  you  as  a  person  involved  in 
legislative  decisions  to  actively  pursue  the  reinstatement,  extension,  or  renewal  of  the 
GSP  Program.  We  further  urge  that  a  proposal  be  presented  for  an  18  month  GSP 
rollover  program  that  would  keep  in  place  the  current  system,  and  allow  for  further  study 
and  discussion  about  the  adverse  impacts  of  doing  away  with  GSP.  Any  steps  that  can  be 
taken  to  improve  the  business  climate  in  California  and  the  United  States,  and  to 
encourage  international  trade  for  the  benefit  of  retaining  existing  jobs  should  be  taken. 

Please  contact  members  of  the  House  Ways  and  Means  Committee  and  the  Senate 
Finance  Committee  who  are  currently  considering  this  Program.  Please  express  the 
interest  of  your  constituents  for  the  continuation  of  GSP.  Please  also  take  whatever  other 
action  can  be  taken  by  your  office  in  encouraging  and  urging  Congress,  the  Treasury,  or 
the  Commerce  Department  to  support  re-enactment  of  the  Program. 

Liberty  Woods  is  a  small  company  employing  a  small  group  of  people,  and  our  business 
relies  to  a  very  large  degree  on  die  existence  of  GSP.  We  are  certain  there  are  other 
companies  similarly  situated  and  the  termination  of  the  GSP  Program  will  certainly  work 
a  hardship  on  many  people  in  Southern  California. 

Please  respond  by  advising  your  position  on  this  issue.    Please  also  make  note  that  we 
are  available  to  provide  further  information  and  testimony  if  invited  to  do  so. 

If  there  are  any  questions  or  further  information  we  may  provide,  please  advise.  Your 
best  efforts  in  this  endeavor  are  appreciated. 


Sincerelv. 


< 


John  E.  Chaffin 
Vice  President 

JECslo 

69-455        86 
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Mattellbys 


333  Canme-i:*  Bomevwa 
EiSegunco  CA  90245-5012 
Tewpnone  310  524  2000 

TELEX  IW55  c  188170 


April  12,  1993 


The  Honorable  Saa  Gibbons 

United  States  House  of  Representatives 

Washington,  DC  20515 

Dear  Congressman  Gibbons: 

I  as  writing  to  urge  you  to  support  the  continuation  of  the  U.S. 
Generalized  System  of  Preferences  (GSP)  and  to  ensure  that 
Congress  passes  legislation  renewing  the  program  before  its 
expiration  on  July  4.   As  reviewed  below,  this  is  a  setter  of 
critical  importance  to  Mattel  and  our  2 , 194  employees  in 
California. 

To  help  explain  the  importance  of  the  GSP  program  to  our  company, 
let  ae  first  review  Mattel's  sourcing  profile.   Mattel  supplies 
the  U.S.  and  foreign  markets  primarily  from  overseas  subsidiaries 
in  China,  Malaysia,  Indonesia  and  Mexico. 

An  unfortunate  convergence  of  U.S.  trade  policy  developments  now 
threatens  to  undermine  the  competitiveness  of  Mattel.   First,  our 
ability  to  maximize  cost-of-production  efficiencies  has  been 
severely  dampened  by  the  uncertainty  created  by  our  government's 
continuing  threat  to  revoke  China's  NFN  status.   This  would  place 
a  prohibitive  70  percent  duty  on  Chinese-made  toys. 

Next,  on  January  1,  1993,  the  toy  industry  lost  the  benefit  of 
duty  suspension  legislation  that  for  the  last  decade  had  been 
extended  by  successive  Congresses— —until  the  last  one.   As  a 
result,  we  are  now  paying  a  12  percent  duty  on  some  products  from 
China  that  previously  entered  free  of  duty.   Fortunately,  the  GSP 
program  is  allowing  us  to  continue  importing  these  articles  free 
of  duty  from  most  of  the  other  countries  of  principal  interest  to 
our  industry. 
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We  now  face  the  possible  expiration  of  the  GSP  program's 
statutory  authority  on  July  4.   To  date,  Mattel  has  relied  on  the 
GSP's  duty-free  treatment  to  reduce  costs  by  well  over  $10 
million  annually,  thereby  buttressing  the  competitiveness  of  the 
Barbie,  Disney,    Hot  Wheels   and  other  products  that  we  ship  from 
subsidiaries  in  Malaysia,  Indonesia  and  Mexico  to  toy  markets  in 
the  United  States  and  around  the  world. 

At  Mattel,  we  employ  thousands  of  U.S.  workers  in  jobs  that  are 
directly  tied  to  the  products'  creation  and  bringing  them  to  the 
market.   These  U.S.  jobs,  which  range  from  preliminary  product 
design  to  design  and  development  engineering,  are  not  only 
integral  to  the  task  of  producing  the  toy,  they  are  the  very 
types  of  technologically  advanced  and  high-value-added  jobs  that 
we  believe  our  government  should  be  promoting.   The  GSP  programs 
maintained  by  the  United  States  and  other  industrialized 
countries  play  a  key  role  in  supporting  these  U.S.  jobs  by 
enabling  us  to  offer  affordable  prices  to  consumers  in  our  most 
important  global  markets. 

I  urge  you  to  contact  Representative  Dan  Rostenkowski,  Chairman 
of  the  Ways  &  Means  Committee,  and  Senator  Daniel  Patrick 
Moynihan,  Chairman  of  the  Finance  Committee,  and  seek  their 
commitment  to  move  GSP  renewal  legislation  through  their 
committees  early  enough  to  ensure  that  the  legislation  can  be 
passed  by  Congress  before  the  July  4  expiration  date. 


Sincerely, 

el,  inc.  /y 

W .  Amerman 
irman  and 
Chief  Executive  Officer 
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STATEMENT  BY  MOTOROLA,  INC. 
IN  SUPPORT  OF  RENEWING  THE  U.S.  GSP  PROGRAM 


April  27,  1993 


This  statement  is  presented  by  Motorola,  Inc.  in  response  to  the  Committee 
on  Ways  &  Means  Subcommittee  on  Trade's  announcement  of  April  IS,  1993,  as 
amended  by  its  announcement  of  April  21,  inviting  testimony  on,  inter  alia,  an 
extension  of  the  U.S.  Generalized  System  of  Preferences  (GSP). 

The  U.S.  GSP  program  has  made  an  important  contribution  to  Motorola's 
competitiveness  and,  as  such,  we  urge  that  the  program  be  renewed.  The  program 
has  buttressed  the  interrelationship  between  Motorola's  extensive  high-value  manu- 
facturing in  the  United  States  and  its  low-cost  assembly  operations  in  beneficiary 
countries. 

A  prime  example  of  this  interrelationship  concerns  the  transceivers  assembled 
by  Motorola  in  Malaysia.  As  detailed  in  this  submission.  Motorola  has  substantial 
U.S. -based  operations  -  including  several  thousand  American  employees  -  that  are 
directly  related  to  its  Malaysian  operations. 

Headquartered  in  Schaumburg,  Illinois,  Motorola  is  a  major  manufacturer  of 
electronic  equipment,  systems  and  components  for  the  U.S.  and  overseas  markets. 
Motorola  has  been  a  frequent  participant  in  the  Annual  Review  process  established 
by  the  Office  of  the  U.S.  Trade  Representative  for  considering  changes  in  GSP 
eligibility.  In  recent  years,  the  company  has  filed  a  product-specific  petition  as 
detailed  in  the  following  case  study,  and  has  actively  participated  in  country  practice 
cases  concerning  beneficiary  countries'  worker  rights  and  intellectual  property 
practices. 
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Malaysian  Transceivers:   A  Case  Study  in  How 
the  GSP  Promotes  U.S.  Manufacturing 

Motorola  assembles  transceivers  in  Malaysia  primarily  for  export  to  the  United 
States,  where  they  are  sold  as  part  of  the  broader  Motorola  transceiver  line.   The 
Malaysian  transceivers  compete  primarily  against  imports  from  non-GSP  countries 
such  as  Japan  and  Taiwan.   As  shown  below,  Malaysia  is  the  only  GSP  beneficiary 
among  the  United  States'  leading  foreign  suppliers  of  this  product 

U.S.  Imports  of  Transceivers  (HTS  8525.20.30) 
($000) 

1990  1991  1992 


Japan 

$122,760 

$154,709 

$177,322 

Malaysia 

99,839 

116,894 

120,040 

European  Community 

38,781 

58,286 

74,444 

Israel 

30,431 

30,401 

37,027 

Sweden 

36,678 

31,267 

21,684 

Korea 

10,251 

11,070 

13,518 

Canada 

15,624 

7,748 

13,198 

Taiwan 

26,662 

17,644 

8,252 

Singapore 

68,384 

8,213 

5,557 

Other 

11.708 

19.758 

46.580 

Total 

$461,118 

$455,990 

$517,622 

Source:  Compiled  from  official  statistics  of  the  U.S.  Department  of 
Commerce. 

In  1989,  Motorola  availed  itself  of  the  GSP's  Annual  Review  procedures  and 
filed  a  petition  requesting  a  competitive  need  waiver  for  the  transceivers  it  assembled 
in  Malaysia-  The  company's  sales  forecasts  indicated  that  the  value  of  its  imports  of 
transceivers  from  Malaysia  was  about  to  exceed  the  GSP's  value  competitive  need 
limit,  whereupon  the  product  automatically  would  lose  duty-free  treatment  and  be 
assessed  the  MFN  duty  of  6.0  percent  ad  valorem.  Such  an  action  would  have  sharply 
curtailed  the  competitiveness  of  Motorola's  product. 

Motorola's  petition  was  granted  in  April  1990,  following  completion  of  the 
GSP  Subcommittee's  detailed  review  of  submissions  by  Motorola  and  other  interested 
parties  and  its  receipt  of  economic  advice  from  the  U.S.  International  Trade  Commis- 
sion. The  waiver  for  Malaysian  transceivers  took  effect  three  months  later  and,  in 
that  same  year,  U.S.  imports  from  Malaysia  under  the  subject  HTS  subheading  totaled 
$99.8  million,  exceeding  the  then-applicable  competitive  need  limit  of  $92.7  million. 
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However,  because  of  the  waiver,  the  Malaysian  product  was  able  to  avoid  the  loss  of 
GSP  treatment. 

As  shown  above,  U.S.  imports  from  Malaysia  under  the  applicable  subheading 
totaled  $120  million  in  1992,  almost  all  of  which  entered  free  of  duty  under  the  GSP 
program.   As  detailed  below,  these  GSP  imports  are  making  an  important  contribu- 
tion to  the  competitiveness  of  Motorola's  transceiver  line  generally  and,  in  particular, 
to  the  extensive  U.S.  manufacturing  and  employment  associated  with  the  Malaysian 
product 

U.S.  manufacturing  operations  tied  to  Motorola  *s  GSP  imports 
from  Malaysia 

The  linkages  between  Motorola's  Malaysian  transceiver  production  and  its  U.S. 
operations  are  extensive  and  are  summarized  by  the  production  flow  chart  presented 
in  the  Appendix.   As  the  chart  shows,  these  linkages  fall  into  sue  areas:   first,  Motor- 
ola's U.S.  production  of  components  which  are  shipped  to  Malaysia  for  incorporation 
into  the  transceivers;  second,  Motorola's  U.S.  production  of  parts  such  as  battery  units 
that  are  added  to  the  transceivers  once  they  return  to  the  United  States;  third,  the 
finishing  operations  performed  by  Motorola's  U.S.  employees  on  the  Malaysian 
transceivers;  fourth,  Motorola's  U.S.  production  of  related  equipment  such  as  battery 
chargers;  fifth.  Motorola's  U.S.  production  of  base  stations  and  other  transceivers 
fitting  elsewhere  in  its  product  line;  and  finally,  Motorola's  extensive  sales  and  service 
network  and  extensive  research  and  development  activities. 

Motorola  provided  business  confidential  information  regarding  the  value  of  its 
U.S.  production  and  its  U.S.  workforce  associated  with  each  of  these  sue  phases  to  the 
interagency  Trade  Policy  Staff  Committee  in  a  submission  dated  May  20,  1992, 
responding  to  the  Administration's  solicitation  of  public  comment  on  the  renewal  of 
the  GSP  program.   The  data  show  that,  in  the  aggregate,  Motorola  maintains  over  $1 
billion  in  U.S.  production  and  employs  several  thousand  workers  in  operations  directly 
related  to  the  company's  Malaysian  transceiver  production.   It  should  be  noted  that 
these  figures  reflect  Motorola  operations  only,  and  do  not  include  the  substantial  U.S. 
exports  and  employment  associated  with  inputs  sourced  from  unrelated  U.S.  compa- 
nies. 

Phase  I  -  Motorola  sources  transceiver  assemblies  and  many  components  in  the 
United  States  and  ships  them  to  Malaysia.   These  inputs,  which  include  hybrid 
integrated  circuits,  transformers  and  printed  circuit  boards,  are  sourced  both  from 
Motorola's  U.S.  plants  and  from  other  U.S.  manufacturers. 

Phase  II  -  In  Malaysia,  the  U.S.-made  assemblies  and  components,  along  with  others 
sourced  worldwide,  are  assembled  into  basic  transceiver  units  which  are  then  shipped 
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to  the  United  States.  Meanwhile,  Motorola  produces  in  the  United  States  parts  such 
as  batteries  which  will  ultimately  be  added  to  the  transceiver  units. 

Phase  III  -  Once  the  Malaysian-assembled  transceivers  are  back  in  the  United  States, 
Motorola  employees  perform  finishing  operations  on  the  units.  These  operations 
include  attaching  the  parts  manufactured  in  Phase  II,  testing,  and  programming  the 
transceivers. 

Phase  TV  -  Motorola  has  many  other  U.S.  operations  linked  to  its  Malaysian  transcei- 
ver operations,  such  as  the  production  of  equipment  related  to  transceivers.  This 
manufacturing,  which  is  conducted  at  several  Motorola  plants,  involves  antennas, 
towers,  transmission  lines,  battery  chargers  and  repeaters. 

Phase  V  •  Motorola  also  produces  a  substantial  volume  of  transceivers  in  the  United 
States  that  complement  those  manufactured  by  Motorola  in  Malaysia  to  give  the 
company  a  full  product  line.  These  are  either  units  which  are  expensive  to  ship 
because  of  their  large  size,  are  high-end  models  that  demand  extremely  sophisticated 
programming,  or  are  produced  by  a  highly  automated  process. 

Phase  VI  -  Finally,  Motorola  maintains  a  large  U.S.  sales  force  to  market  transceivers 
manufactured  by  Motorola;  several  thousand  additional  workers  are  engaged  in  after- 
market  service  and  parts. 

The  GSP  could  expand  Motorola's  U.S.  operations 
still  further 

The  availability  of  duty-free  GSP  treatment  was  an  important  factor  in  Moto- 
rola's selection  of  Malaysia  over  other  foreign  countries  as  the  investment  site  for  its 
transceiver  assembly  operations.   However,  since  U.S.-made  components  accounted 
for  such  a  large  portion  of  the  appraised  value  of  the  transceivers  imported  from 
Malaysia,  the  company  found  that  it  would  be  difficult  to  satisfy  the  GSP's  require- 
ment that  at  least  35  percent  of  the  value  be  from  the  beneficiary  country. 

Faced  with  this  situation,  Motorola  decided  to  expand  the  degree  of  assembly 
performed  in  Malaysia  to  the  point  where  the  product's  U.S.-made  components  would 
be  viewed  by  U.S.  Customs  as  having  undergone  a  dual  transformation.   Under  the 
GSP's  origin  rules,  the  full  value  of  inputs  meeting  the  dual  transformation  test  may 
be  counted  as  though  they  are  of  beneficiary  country  origin  and  thus  credited  toward 
the  35  percent  threshold.  By  stretching  the  degree  of  assembly  in  Malaysia  to  meet 
the  dual  transformation  requirement,  the  beneficiary  country  content  in  the  transceiv- 
ers imported  from  Malaysia  surpassed  the  35  percent  level. 

Ironically,  the  increased  level  of  assembly  in  Malaysia  that  was  prompted  by 
the  GSP's  value-added  requirement  has  come  at  the  expense  of  Motorola's  U.S. 
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operations.   Were  it  not  for  the  duty  considerations,  Motorola  could  find  that  it  is 
more  cost  effective  to  import  the  Malaysian  transceivers  back  into  the  United  States 
in  a  less  finished  condition  and  to  perform  a  greater  degree  of  final  assembly  opera- 
tions at  its  U.S.  facilities  (i.e.,  to  expand  the  U.S.  operations  outlined  in  Phase  III 
above).   Unfortunately,  this  is  not  an  option  given  the  importance  of  the  GSP's  cost 
savings  to  Motorola's  competitiveness  vis-a-vis  foreign  suppliers. 

This  situation,  which  clearly  is  contrary  to  general  U.S.  economic  interests  as 
well  as  Motorola's  cost  competitiveness,  could  be  fully  remedied  by  amending  the 
GSP  statute  to  allow  the  value  of  U.S.-made  inputs  to  be  credited  toward  the  35 
percent  value-added  requirement.  The  benefit  of  such  an  amendment  to  U.S. 
production  and  employment  could  be  quite  significant. 


Amending  the  GSP's  Value-Added  Requirement 
to  Allow  U.S.  Content  Will  Further  Promote  U.S.  Manufacturing 

Motorola  urges  that  statutory  provisions  for  the  renewed  GSP  program  be 
amended  to  allow  U.S.  content  to  be  credited  towards  the  GSP's  value-added 
requirement   Under  the  current  rule  requiring  that  35  percent  of  the  product's  value 
be  of  beneficiary  country  origin,  there  is  no  incentive  to  source  parts  and  components 
from  U.S.  manufacturers  or,  as  in  the  Motorola  situation  described  above,  to  maxi- 
mize the  level  of  final  assembly  performed  in  the  United  States. 

At  best,  the  current  situation  fails  to  take  advantage  of  a  logical  opportunity  to 
promote  sourcing  of  American  products.  At  worst,  the  situation  encourages  manufac- 
turers in  developing  countries  to  source  their  inputs  from  Japan  or  other  GSP  donor 
countries  that,  unlike  the  United  States,  will  give  them  credit  for  incorporating  their 
nation's  components  and  materials. 

To  remedy  this  situation,  Motorola  urges  that  the  GSP's  value-added  require- 
ment be  amended  to  adopt  a  provision  relating  to  U.S.  content  equivalent  to  that  for 
the  Caribbean  Basin  Initiative  (CBI).   While  this  proposal  has  the  disadvantage  of 
limiting  the  credit  for  U.S.  content  to  15  percent  of  the  import's  appraised  value,  it 
recognizes  the  desire  by  U.S.  Customs  authorities  to  harmonize  U.S.  rules  of  origin 
wherever  possible  and  the  attendant  contributions  made  by  such  harmonizations  to 
improved  understanding  by  beneficiary  country  manufacturers  and  U.S.  importers. 
This  approach  also  reflects  the  political  reality  that  the  U.S.  government  is  unlikely  to 
adopt  rules  of  origin  for  the  GSP  program  that  are  more  liberal  than  those  under  the 
CBI. 

Allowing  U.S.  content  in  the  GSP's  value-added  calculation  could  have  an 
immediate  positive  impact  on  U.S.  manufacturing  and  employment.  Motorola  is  not 
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alone  in  seeking  the  allowance  of  U.S.  content  in  the  renewed  GSP  program.  During 
its  solicitation  of  public  comment  on  the  program's  renewal,  the  TPSC  received  com- 
ments in  support  of  such  an  amendment  from  many  diverse  parties.   Clearly,  this 
modification  of  the  GSP's  rules  of  origin  would  have  widespread  benefits  to  U.S. 
economic  interests,  and  we  urge  that  it  be  incorporated  into  the  renewed  GSP 
statute. 


Amending  the  GSP's  Value-Added  Requirement 

to  Allow  U.S.  Content  Is  Consistent  With  Other 

Trade  Regimes  Maintained  by  the  United  States 

and  Our  Major  Trading  Partners 

Most  trade  regimes  employing  a  value-added  rule  of  origin  make  extensive  use 
of  the  donor-country-content  principle.  The  following  reviews  the  use  of  donor- 
country  content  by  the  world's  four  leading  traders  ~  the  United  States,  the  European 
Community,  Japan  and  Canada.  As  indicated,  the  countries  make  extensive  use  of 
the  donor-country  content  concept  in  almost  every  situation  for  which  value-added 
origin  rules  are  applied.  This  is  particularly  true  for  our  major  trading  partners'  GSP 
and  other  tariff  preference  programs,  most  of  which  provide  strong  incentives  for 
incorporating  donor-country  content 

Canada 

As  the  country  making  the  greatest  use  of  value-added  rules  of  origin  general- 
ly, Canada  is  also  the  most  frequent  user  of  donor-country-content  provisions.   Unlike 
other  major  trading  countries,  Canada  employs  a  value-added  test  for  purposes  of 
granting  MFN  treatment,  requiring  that  at  least  50  percent  of  a  product's  total  cost  of 
production  be  attributable  to  the  originating,  MFN -eligible  country. 

In  calculating  whether  a  product  meets  this  requirement  for  MFN  treatment, 
cumulation  is  allowed  for  value  originating  from  any  MFN  countries  or  from  Canada. 
A  parallel  provision  giving  credit  for  Canadian  content  is  also  incorporated  in  the 
country's  two  preferential  regimes  with  other  industrialized  countries:  the  British 
Preferential  Tariff  and  the  Australia-New  Zealand  preferences. 

In  its  preferential  programs  for  developing  countries,  Canada  relies  on  a  nega- 
tive rule  of  origin  specifying  the  maximum  content  allowed  from  non-originating 
countries.   Under  Canada's  GSP  program  (the  "General  Preferential  Tariff"  (GPT), 
no  more  than  40  percent  of  the  ex-factory  price  of  the  goods  can  be  of  foreign 
content  attributable  to  non-GPT  countries.  The  value  of  any  content  originating  in 
Canada  or  any  GPT-eligible  country  can  be  cumulated  with  the  originating-country 
content 
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A  similar  provision  is  contained  in  Canada's  Least  Developed  Developing 
Country  (LDDC)  program.   Here,  however,  cumulation  is  restricted  to  the  content 
from  Canada  and  LDDC  beneficiaries. 

United  States 

While  the  United  States  relies  on  a  substantial  transformation  requirement  as 
its  primary  rule  of  origin,  it  also  makes  relatively  extensive  use  of  value-added 
requirements  and,  within  those,  of  provisions  recognizing  donor-country  content  Two 
prominent  examples  are  the  U.S. -Canada  Free  Trade  Agreement  which,  for  certain 
products,  requires  that  U.S.  and/or  Canadian  operations  account  for  at  least  SO 
percent  of  the  product's  value  of  materials  plus  its  direct  cost  of  processing  and 
assembly,  and  the  proposed  North  American  Free  Trade  Agreement 

In  each  of  its  tariff  preference  programs  with  developing  countries  or  regions 
except  its  GSP  program,  the  United  States  credits  donor-country  content   Most  of 
these  programs  are  based  on  the  Caribbean  Basin  Initiative  (CBI)  which,  like  the 
GSP  program,  requires  that  products  be  substantially  transformed  and  have  at  least  35 
percent  of  their  value  derived  in  a  beneficiary  country.  Unlike  the  GSP,  however,  the 
CBI  provides  that  materials  from  the  United  States  may  constitute  up  to  IS  percent- 
age points  of  the  35  percent  value-added  requirement 

Provisions  identical  to  the  CBI's  allowing  the  inclusion  of  U.S.  content  are 
contained  in  the  Andean  Trade  Preferences  Act  and  in  the  U.S.-Israel  Free  Trade 
Agreement  Finally,  the  United  States  also  maintains  a  de  facto  donor-country- 
content  credit  for  products  from  insular  possessions  that  are  not  part  of  the  U.S. 
customs  territory.  These  products,  which  are  normally  subject  to  MFN  duties,  can 
enter  free  of  duty  if  foreign  materials  constitute  no  more  than  70  percent  of  the 
article's  total  appraised  value  (50  percent  for  articles  that  are  ineligible  for  CBI 
treatment). 

European  Community 

The  European  Community's  primary  rules  of  origin  involve  substantial 
transformation  and  change -of-tariff-heading  approaches.  The  EC  employs  value- 
added  rules  only  on  a  supplemental  basis  for  its  five  major  types  of  tariff  treatment 
and,  even  then,  it  does  so  only  for  certain  product  groups. 

For  those  situations  in  which  value-added  rules  do  apply,  the  EC  makes 
frequent  use  of  donor-country-content  provisions.   Under  the  EC's  Lome  Convention 
and  its  trade  agreements  with  Maghreb  countries,  cumulation  is  allowed  for  content 
from  the  EC  and  among  all  beneficiary  countries.  The  EC's  free  trade  agreements 
with  EFTA  and  its  non-Maghreb  Mediterranean  agreements  also  allow  the  inclusion 
of  content  from  the  EC,  but  not  from  other  eligible  countries. 
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The  value-added  tests  contained  in  the  EC's  GSP  program  do  not  recognize 
donor-country  content  However,  the  impact  of  this  omission  is  limited  by  the  fact 
that  the  EC's  GSP  program  utilizes  value-added  requirements  only  as  a  supplemental 
requirement  to  its  primary  change -of-tariff-heading  rule  of  origin  and,  even  then,  only 
for  certain  products.  Also,  a  large  portion  of  the  imports  theoretically  covered  by  the 
ECs  GSP  program  enter  under  the  more  liberal  Lome  Convention  or  other  preferen- 
tial programs  that  incorporate  donor-country-content  provisions. 

Japan 

Japan,  which  uses  a  change  -of-tariff-heading  requirement  as  its  primary  rule  of 
origin,  makes  the  least  use  of  a  value-added  rule  of  origin  of  the  major  trading 
countries.  Japan's  value-added  requirements  are  restricted  to  its  GSP  program,  which 
relies  upon  a  negative  value-added  rule  limiting  the  amount  of  non-originating 
country  content  These  limits  vary  from  product  to  product  but  generally  range  be- 
tween 40  and  SO  percent  In  calculating  this  value-added  requirement  cumulation  is 
allowed  for  Japanese  content 

Conclusion 

For  the  foregoing  reasons.  Motorola  urges  that  the  U.S.  GSP  program  be 
renewed.  Motorola  further  urges  that  the  GSP  statute  be  amended  to  allow  U.S. 
content  to  be  credited  towards  the  program's  value-added  requirement 
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STATEMENT  OF  THE 

NATIONAL  GRAIN  AND  FEED  ASSOCIATION 

TO  THE  SUBCOMMITTEE  ON  TRADE 

COMMITTEE  ON  WAYS  &  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 

April  27,  1993 


The  National  Grain  and  Feed  Association  (NGFA)  appreciates  the  opportunity  to  submit 
comments  for  the  hearing  record  on  the  President's  decision  to  seek  an  extension  of  fast-track 
negotiating  authority  for  the  Uruguay  Round  trade  negotiations.  The  NGFA  endorses  strongly 
and  without  reservation  fast-track  extension  and  urges  the  expeditious  completion  of  negotiations. 

The  NGFA  is  the  national  nonprofit  trade  association  of  more  than  1 ,000  grain,  feed  and 
processing  firms  comprising  5,000  facilities  that  store,  handle,  merchandise,  mill,  process  and 
export  more  than  two-thirds  of  all  U.S.  grains  and  oilseeds  utilized  in  domestic  and  export 
markets.  Founded  in  1896,  the  NGFA's  members  include  country,  terminal,  and  export 
elevators;  feed  mills;  cash  grain  and  feed  merchandisers;  commodity  futures  brokers  and 
commission  merchants;  processors;  millers;  and  allied  industries.  The  NGFA  also  consists  of 
40  affiliated  state  and  regional  grain  and  feed  associations  whose  members  include  more  than 
10,000  grain  and  feed  companies  nationwide. 

The  Uruguay  Round  negotiations  of  the  General  Agreement  on  Tariffs  and  Trade  (GATT) 
have  been  a  source  of  both  hope  and  consternation  for  several  years.  From  the  beginning  of  the 
talks,  the  NGFA  has  strongly  supported  a  comprehensive  agreement  which,  among  many  other 
goals,  would  phase  out  or  phase  down  trade-distorting  agricultural  policies  worldwide. 
Specifically,  we  believe  that  the  discipline  of  a  multilateral  GATT  agreement  is  needed  to  bring 
agricultural  export  subsidies  under  control. 

We  firmly  believe  the  time  has  come  for  all  subsidizing  nations  to  move  away  from  such 
practices.  Given  multilateral  agreement  on  that  point  and  enforceable  rules,  U.S.  fanners  and 
agribusiness  will  benefit  greatly  by  taking  advantage  of  our  own  competitive  advantages  over 
other  countries.  Because  we  have  the  world's  most  productive  farmers  and  the  world's  most 
efficient  and  comprehensive  marketing  and  transportation  system,  the  United  States  is  extremely 
well-positioned  to  capitalize  on  enhanced  market  opportunities. 

The  release  in  December,  1991,  of  the  Dunkel  text  was  a  landmark  event.  The  NGFA 
was  optimistic  then  that  the  Dunkel  text  would  provide  a  framework  for  conclusion  of  the 
Uruguay  Round.  Similarly,  when  the  Blair  House  agreement  was  reached  by  U.S.  and  EC 
negotiators  last  year,  hopes  were  again  raised  that  agreement  could  be  near.  While  such 
agreement  has  been  slow  in  materializing,  we  still  believe  that  concepts  embodied  in  the  Dunkel 
text  and  the  Blair  House  agreement  are  the  foundation  for  successful  completion  of  the  Uruguay 
Round. 

Furthermore,  we  still  believe  a  sound  agreement  is  of  paramount  importance  for  U.S. 
agriculture.  Estimates  are  that  an  agreement  based  on  the  Dunkel  text  would  increase  farm  cash 
receipts  by  about  $5  billion.  Net  cash  farm  income  is  projected  to  rise  about  $1  billion.  In 
addition,  U.S.  exports  would  increase  by  $4-5  billion.  It  seems  clear  that  a  successful  GATT 
agreement  would  bring  significant  financial  benefits  to  U.S.  agriculture,  a  fact  that  becomes 
increasingly  important  as  federal  budget  pressures  mandate  cuts  in  commodity  price  support 
programs.  A  successful  agreement  would  allow  both  fanners  and  agribusiness  to  seek  an 
increasing  share  of  their  incomes  from  the  marketplace  rather  than  from  government  programs. 
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Fast-track  extension  is  an  integral  component  of  a  successful  agreement.  By  requesting 
fast-track  extension,  President  Clinton  has  sent  a  message  to  our  trading  partners  and  our 
competitors  that  he  is  serious  about  seeking  an  end  to  the  gridlock  that  has  enveloped  the 
Uruguay  Round.  Congressional  approval  of  the  President's  request  would  strengthen  the  hand 
of  negotiators  as  they  seek  the  best  deal  for  the  United  States.  Perhaps  even  more  importantly, 
fast-track  rules  preclude  loading  down  an  agreement  with  numerous  crippling  amendments  when 
the  proposed  agreement  is  ultimately  considered  by  Congress  for  approval. 

In  conclusion,  the  NGFA  supports  fully  President  Clinton's  request  for  an  extension  of 
fast-track  negotiating  authority.  We  look  forward  to  working  with  the  subcommittee  and  the 
Administration  for  fast-track  approval  and  the  long-awaited  successful  conclusion  of  the  Uruguay 
Round. 


TR/CYMUUJN 

PRESIDEKT 
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National  Retail  Federation 

701  PENNSYLVANIA  AVENUE.  N.W.  ♦  SUITE  710  ♦  WASWMGTOK  DC  20004  ♦  (202)  783-7971 

April  16, 1993 


The  Honorable  Sam  M.  Gibbons 
U.S.  House  of  Representatives 
2204  Raybura  House  Office  Building 
Washington,  DC  20515 

Dear  Congressman  Gibbons: 

I  am  writing  on  behalf  of  the  nation's  retailers  to  urge  you  to  support  an  extension  of  the 
Generalized  System  of  Preferences  (GSP)  program,  due  to  expire  on  July  4,  1993. 

Since  its  implementation  in  1976,  the  GSP  program  has  permitted  imports  from 
developing  economies  to  enter  the  United  States  duty-free.  While  "import  sensitive"  products 
such  as  textiles  and  apparel  are  expressly  exempted,  a  number  of  other  retail  products  greatly 
benefit  from  the  program,  thus  allowing  American  consumers  to  enjoy  high  quality,  imported 
goods  at  relatively  low  prices.   Our  retail  members  import  from  as  many  as  20  developing 
countries,  which  not  only  promotes  economic  growth  in  these  countries,  but  has  proven  to  be  an 
effective  trade  tool  in  the  protection  of  intellectual  property  rights  and  recognition  of  worker 
rights. 

The  July  expiration  of  this  program  comes  at  a  particularly  bad  time  for  retailers,  as  we 
are  already  locked  into  orders  for  the  Christmas  season,  with  inventory  shipments  expected  to 
arrive  July  through  October.   Our  catalogs  and  advertising  promotions  for  the  Christmas 
season  are  already  in  production,  which  also  locks  us  into  the  value  prices  we  receive  under  the 
GSP  program.  One  of  our  members  has  estimated  the  company  will  have  to  pay  up  to  $3  million 
in  additional  duties  this  year  alone  if  the  program  expires.  As  you  can  see,  a  lapse  in  the 
program  will  drastically  impact  our  bottom  line  at  a  time  of  fragile  economic  recovery. 

We  urge  you  to  support  approval  of  the  GSP  extension  the  Administration  is  expected  to 
send  to  the  Congress  soon.   The  program  is  beneficial  to  American  consumers  and  our  trading 
partners  and  merits  a  prompt  extension. 

By  way  of  background,  NRF  is  the  nation's  largest  trade  group  which  speaks  for  the  retail 
industry.   The  organization  represents  the  entire  spectrum  of  retailing,  including  the  nation's 
leading  department,  chain,  discount,  specialty  and  independent  stores,  several  dozen  national 
retail  associations  and  all  50  state  retail  associations.   The  Federation's  membership  represents 
an  industry  that  encompasses  over  1.3  million  U.S.  retail  establishments,  employs  nearly  20 
million  people  and  registered  sales  in  excess  of  $1.9  trillion  in  1992. 

Thank  you  for  your  consideration. 

Sincerely, 


Tracy  Mullin 


RETAIL  SERVICES  DIVISION   ♦     100  WEST  31  n  STREET.  NEW  YORK.  NY  10001    .    (212)  244-8780 
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SAFRA  international  inc. 

1500  Lancaster  Avenue.  Suite  201 
Paoii.  Pennsylvania  19301  U.S.A. 
Telephone^  (21SI 296-7660 

Fax:  (2151 296-7462 


4-8-93 


The  Honorable  Dan  Rostenkowski ,  Chairman 
House  Ways  and  Means  Committee 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Representative  Rostenkowski : 

I  am  writing  on  behalf  of  SAFRA  International,  Inc., 
of  which  I    am   President,   to  urge   you  to   support   the 
continuation  of  the  Generalized  System  of  Preferences  (GSP) 
program  and  to  seek  the   immediate  extension  of  the  GSP 
program  before  it  expires  on  July  4,  1993. 

The  GSP  program,  which  provides  duty  free  access  for 
goods  from  developing  countries,  is  based  on  the  premise  that 
trade,  not  aid,  is  the  most  effective  means  for  promoting  the 
economic  growth  and  industrialization  of  these  countries. 
However,  GSP  is  not  a  "give  away"  program.  These  tariff 
concessions  are  not  provided  for  "import  sensitive"  products. 
For  example,  our  company  imports  canned  corned  beef  into  the 
United  States  and  the  U.S.  Government  has  found  there  is  no 
like  or  directly  competitive  product  produced  in  the  United 
States.  This  product  is  either  sold  as  canned  corned  beef  in 
the  United  States  or  further  processed  into  other  products 
such  as  corned  beef  hash.  Our  product  provides  a  low  cost 
source  of  high  protein  for  our  customers. 

But  most  importantly,  from  SAFRA  International's  point 
of  view,  the  duty  free  program  permits  us  to  effectively 
market  low  cost  cooked  or  canned  beef  for  products  such  as 
beef  stew,  canned  chili,  and  similar  economical  frozen 
prepared  foods.  The  sudden  loss  of  GSP  benefits  this  summer 
will  have  a  significant  inflationary  impact  on  our  prices  to 
our  domestic  customers  and  adversely  effect  market  access  to 
our  Western  Hemisphere  partners  in  Argentina,  Brazil  and 
Uruguay . 


I  urge  you  as  Chairman  of 
Committee  to  quickly  approve  an 
before  it  expires  in  July  of  1" 


ouse  Ways  and  Means 
ion  of  the  GSP  program 


lonal ,  Inc. 
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April  20,  1993 

The  Honorable  Dan  Rostenkowski 

Chairman  of  the  House  Ways  and  Means  Committee 

U.S.  House  of  Representatives 

Washington,  D.C.  20515 

Dear  Representative  Rostenkowski: 

On  behalf  of  SAMPCO,  Inc.,  of  which  I  am  President,  I  am  urging  you  to  support  the 
continuation  of  the  Generalized  System  of  Preferences  (GSP)  program  and  to  seek  the 
immediate  extension  of  the  GSP  program  before  it  expires  on  July  4,  1993. 

In  your  position  you  are  aware  that  the  GSP  program  provides  duty  free  access  for 
goods  from  developing  countries.  The  entire  basis  of  the  GSP  program  is  centered  on  the 
axiom  that  trade,  not  aid,  is  the  most  effective  means  for  promoting  the  economic  growth 
and  industrialization  of  these  countries.  The  tariff  concessions  that  I  am  discussing  are  not 
aimed  at  import  sensitive  products,  but  have  been  granted  to  products  that  have  little  or  no 
domestic  competition. 

In  the  case  of  SAMPCO,  we  are  importers  of  Beef  products  from  Argentina  and 
Brazil.  The  canned  Corned  Beef  product  that  we  import  enjoys  an  exemption  of  the  7.5% 
duty  under  GSP.  The  duty  exemption  for  canned  Corned  Beef  (which  is  imported  in  12 
ounce  retail  size  product  and  6  &  8  pound  cans  for  further  processing)  is  justified  because 
neither  of  these  products  nor  anything  similar  is  made  in  the  United  States.  While  these 
items  may  seem  small  and  insignificant  to  the  scheme  of  things  in  general,  the  impact  of  the 
7.5%  duty  will  have  significant  economic  consequences  to  the  ultimate  consumers  of  canned 
Corned  Beef. 

The  12  ounce  canned  Corned  Beef  is  consumed  in  sandwiches,  casseroles,  meat 
salads  and  the  like.  The  6  &  8  pound  canned  product  is  used  mainly  as  the  lean  meat 
ingredient  for  canned  Corned  Beef  Hash.  I  am  enclosing  market  data  compiled  by  Nielsen 
Marketing  Research  from  a  November  20,  1991  presentation  to  The  National  Meat  Canners 
Association  meeting  that  describes  the  predominant  Demographic  skews  for  the  users  of 
canned  Corned  Beef  and  canned  Corned  Beef  Hash.  You  can  see  from  the  data  that  these 
products  are  predominantly  used  by  minority  ethnic  groups  who  can  least  afford  the  impact 
of  price  increases  for  the  foods  that  they  consume.  A  typical  $1.79  can  of  12  ounce  Corned 
Beef  will  be  increased  by  about  8  to  10  cents.  Canned  Corned  Beef  Hash  requires  a  meat 
content  of  35%  cooked  meat  and  would  result  in  a  typical  $1.45  can  of  Corned  Beef  Hash 
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increasing  by  3  to  4  cents.  Canned  Corned  Beef  is  a  vital,  low  cost  source  of  meat  protein 
(25  to  27%)  and  low  fat  (10%  to  13%)  beef  for  low  income  families.  I  urge  you  not  to 
underestimate  the  impact  of  the  7.5%  duty  on  the  nutrition  and  food  prices  for  our  families 
who  can  least  afford  higher  prices. 

I  urge  you  as  the  Chairman  of  the  House  Ways  and  Means  Committee  to  quickly 
approve  an  extension  of  the  GSP  program  before  it  expires.  Thank  you  for  your 
consideration  and  attention  to  this  problem. 


Sincerely, 


fctak2**-X 


)avid  J.  TvWrnson 
President,/BAMPCO,  Inc. 
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Wray  C.  Hher  fflC/l 

Senior  Counsel — Government  Relations  BmWB^B 

Telephone;  (202)  872-0673 
Facsimile:  (202)  872-0674 


April  26,  1993 

The  Honorable  Dan  Rostenkowski,  Chairman 
Ways  and  Means  Committee 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Chairman  Rostenkowski: 

I  am  writing  on  behalf  of  Thomson  Consumer  Electronics,  Inc. 
to  urge  you  to  support  the  continuation  of  the  Generalized  System 
of  Preferences  ("GSP")  program  and  to  seek  the  immediate  extension 
of  the  GSP  program  before  its  expiration  on  July  4,  1993. 

Thomson  relies  on  the  GSP  program  to  manufacture  and  market 
many  of  our  audio  and  residential  telephone  products  at  more 
competitive  prices.  No  portable  radios,  portable  tape  players  or 
residential  telephones  are  manufactured  in  the  United  states  nor 
have  been  for  many  years.  In  order  to  remain  competitive  in  this 
business,  we  were  forced  to  move  our  manufacturing  plants  to  the 
Far  East  many  years  ago.  For  our  company,  the  decision  to  build 
one  of  these  labor-intensive  facilities  off-shore  requires  the 
correct  interplay  of  many  factors:  low  labor  rates,  adequate 
infrastructure  and  political  stability,  a  well-educated  and 
motivated  workforce,  and  GSP  benefits.  We  currently  have  three 
manufacturing  plants  in  Malaysia,  employing  more  than  2  5,000 
Malaysians. 

If  the  GSP  program  is  allowed  to  expire  this  July,  the 
products  which  we  manufacture  in  Malaysia  and  distribute  in  this 
country  will  become  subject  to  import  duties  of  6.0%  to  8.5%.  We 
estimate  the  additional  cost  for  our  products  will  be  more  than  $15 
million  per  year.  Meanwhile,  our  Japanese  competitors  who  have 
located  their  manufacturing  plants  in  less  stable,  lower  wage  rate, 
but  non-GSP  eligible  countries  such  as  the  People's  Republic  of 
China  will  have  a  significant  cost  advantage  over  us.  Conse- 
quently, a  failure  by  Congress  to  extend  the  GSP  program  will 
significantly  penalize  those  U.S.  companies,  like  Thomson,  who  have 
sought  to  utilize  the  GSP  program  by  investing  in  GSP-eligible 
countries. 

We  urge  you,  as  Chairman  of  the  Ways  and  Means  Committee,  to 
quickly  approve  an  extension  of  the  GSP  Program  before  it  expires. 
If  you  have  any  questions,  or  if  we  can  provide  any  additional 
information  on  this  topic,  please  do  not  hesitate  to  contact  me. 

Sincerely, 


Wray  C<  Hiser 


Thomson  Consumer  Electronics,  Inc. 

Suite  601,  1200  19th  Street  N.W.,  Washington,  DC.  20036 
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United  States  House  of  Representatives 

Committee  on  Ways  and  Means 

Subcommittee  on  Trade 


Hearings  on  the  Extension  of  the 
Generalized  System  of  Preferences 

Statement  in  Support  of  Renewal  of  the 

Generalized  System  of  Preferences  Submitted  on  Behalf  of 

Trading  Arrangement  Corporation  and  Automanuf acturas,  S.A. 

April  28,  1993 


Mr.  Chairman: 

My  name  is  Leslie  Alan  Glick,  a  partner  in  the  law  firm  of 
Porter,  Wright,  Morris  and  Arthur  in  Washington  D.C.  and  I  am 
submitting  this  statement  in  support  of  the  administration's 
proposal  to  renew  the  Generalized  System  of  Preferences  on  behalf 
of  my  clients.  Trading  Arrangement  Corporation,  and 
Automanufacturas  S.A. 

Trading  Arrangement  Corporation  is  a  United  States 
Corporation  with  offices  in  Laredo,  Texas  and  Houston,  Texas  and 
employs  22  persons  in  the  United  States.   Automanufacturas,  S.A. 
is  a  Mexican  corporation  located  in  Mexico  City  and  part  of  the 
ICA  group.   Automanufacturas  is  an  exporter  of  various  automotive 
parts  to  the  United  States  and  currently  receives  duty  free 
benefits  under  the  Generalized  System  of  Preferences.   Trading 
Arrangement  Corporation  handles  the  United  States  activities  in 
connection  with  these  imports.   In  addition  numerous  U.S. 
companies  receive  work  that  generates  employment  and  revenues  as 
a  result  of  the  above  described  activities.   These  include  CAMH 
Star,  Inc.  a  freight  forwarding  agency  in  Laredo,  Texas  with  over 
40  employees,  where  Trading  Arrangement  Corporation  and 
Automanufacturas  have  offices;  AOCO  International  in  Laredo, 
Texas  that  is  a  customs  broker,  and  various  freight  lines 
including  TSI,  CF,  Roadway,  Yellow  Freight,  and  others. 

Mr.  Chairman,  Trading  Arrangement  Corporation  and 
Automanufacturas  both  strongly  believe  that  receipt  of  GSP 
benefits  have  benefited  the  U.S.  as  well  as  the  developing 
countries  it  has  helped.   The  economies  of  border  towns  such  as 
Laredo  are  very  dependent  on  trade  with  Mexico  that  has  been 
greatly  stimulated  by  the  GSP  program.   While  the  proposed  North 
American  Free  Trade  Agreement  (NAFTA)  will  provide  many  benefits 
as  well,  the  effective  date  and  even  the  passage  of  the  NAFTA  are 
now  uncertain.   In  addition,  even  if  NAFTA  is  implemented  the  GSP 
program  should  continue  to  include  Mexico,  since  it  will  be  many 
years  before  all  duties  are  fully  eliminated  under  NAFTA. 

Most  of  the  duty  free  benefits  received  by  Automanufacturas 
and  Trading  Arrangement  Corp  are  passed  on  to  the  U.S.  auto 
manufacturers  which  enable  them  to  be  more  competitive  in  world 
markets  and  ultimately  to  U.S.  consumers  who  purchase  automobiles 
in  the  United  States.   Therefore,  the  benefits  of  the  GSP  program 
inure  to  many  segments  of  the  United  States  population.   Canada, 
Europe  and  Japan  all  have  GSP  programs  in  effect  and  the  failure 
of  the  United  States  to  renew  its  program  would  be  a  major 
embarrassment  in  terms  of  the  standing  and  prestige  of  the  United 
States  as  a  world  leader.   While  there  are  some  costs  involved  in 
terms  of  lost  customs  duties,  these  costs  are  minor  compared  to 
what  the  U.S.  has  spent  to  promote  democracy  and  free  market 
economies  in  such  countries  as  Panama,  Granada,  Guatemala  and 
other  countries.   If  GSP  is  not  renewed,  undoubtedly  the  U.S. 
will  find  that  it  must  spend  money  in  the  form  of  direct  aid  to 
many  developing  countries  to  promote  to  goals  that  are  now  being 
carried  out  effectively  by  the  GSP  program  at  a  much  lower  cost. 

6/3413 
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THE  TUPMAN  THURLOW  CO.,  INC. 

AVON  PARK  SOUTH  •  40  TOWER  LANE  •  AVON.  CT  08001 
TELEPHONE  203*77^933  •  FAX    3X3-678-0601 


*  i  m 


April    16,    1993 


The  Honorable, 

Sam  M.  Gibbons 

United  States  House  of  Representatives 

Washington,  D.C.  20515 

Dear  Mr.  Gibbons: 

I  am  writing  on  behalf  of  The  Tupman  Thurlow  Company  Inc.,  of  which 
I  am  Vice  President  to  urge  you  to  support  the  continuation  of 
(GSP),  the  Generalized  System  of  Preferences  program  and  to  seek 
it's  immediate  extension  before  the  present  expiration  date  of  July 
3,  1993. 

This  program,  which  provides  duty  free  access  for  products  from 
developing  countries,  is  based  on  the  premise  that  continuing 
trade,  not  aid  is  the  most  effective  means  for  promoting  the 
economic  growth  and  industrialization  of  these  countries.  Tariff 
concessions  are  not  provided  for  import  sensitive  products  and  such 
is  the  case  for  our  company.  We  import  canned  Corned  Beef  in 
various  sizes  and  the  government  has  found  that  there  is  no  similar 
or  directly  competitive  item  produced  in  this  country.  Our 
products  provide  a  low  cost  source  of  high  protein  for  our 
customers  on  limited  or  low  incomes.  Canned  Corned  Beef  is  sold 
at  retail  levels  as  it  was  originally  imported  or  it  can  be  further 
processed  into  other  products  such  as  Corned  Beef  Hash. 

Of  most  importance  to  our  company,  the  duty  free  program  allows  as 
to  source  product  from  several  countries.  This  in  turn  stabilizes 
our  supply  positions  and  allows  for  the  uninterrupted  shipment  of 
our  goods.  A  sudden  withdrawal  of  GSP  benefits  in  July  will  have 
a  significant  inflationary  impact  on  our  prices.  The  product 
passes  through  our  hands  to  distributors  and  various  grocery 
wholesalers  and  ultimately  to  the  retail  supermarket  where  the 
final  impact  is  felt.  An  initial  Duty  of  7.5%  will  guickly 
cumulate  to  over  a  10%  increase  in  our  overall  costs.  with 
retailers  hard  pressed  to  remain  competitive  and  as  aggressive  as 
the  grocery  industry  is  today,  operating  with  low  margins  and  high 
turnover,  this  increase  couldn't  be  absorbed  and  would  have  to  be 
passed  directly  onto  the  consumer. 
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Retail  prices  at  the  grocery  store  would  have  to  increase  by  at 
least  5%.  Another  cost  our  customers  can  least  afford  and  need  not 
bear. 

As  we  have  seen  in  the  past,  that  with  every  price  increase  demand 
has  fallen.  This  decline  means  fewer  imports  and  less  business  for 
U.S.  Warehouses  and  Transportation  companies.  It  would  be  most 
unfortunate  if  GSP  were  allowed  to  lapse  because  of  the  great 
length  of  time  it  takes  for  our  industry  to  recover  it's  lost 
business. 

I  urge  you  as  a  member  of  the  House  Ways  and  Means  Committee  to 
quickly  approve  an  extension  of  the  GSP  program  before  it  expires. 

Very  truly  yours, 


Ivo  F.  Ohandi 

Vice  President 

Branded  Products  Division 

IFOrcg 
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BEFORE  THE  SUBCOMMITTEE  ON  TRADE 

COMMITTEE  ON  WAYS  AND  MEANS 

U.S.  HOUSE  OF  REPRESENTATIVES 


STATEMENT  OF  WHIRLPOOL  CORPORATION  IN 
SUPPORT  OF  THE  RENEWAL  OF  THE  UNITED  STATES' 
GENERALIZED  SYSTEM  OF  PREFERENCES  PROGRAM 


We  are  submitting  these  comments  on  behalf  of  Whirlpool 
Corporation  of  Benton  Harbor,  Michigan,  in  support  of  the 
anticipated  request  by  the  Clinton  Administration  for  a  short 
term  extension  of  the  United  States'  Generalized  System  of 
Preferences  ("GSP")  program.   The  GSP  program  was  originally 
enacted  by  the  Congress  in  1974,  renewed  in  1984,  and  is  now  set 
to  expire  on  July  4,  1993.   Whirlpool  strongly  supports  the 
extension  for  at  least  eighteen  months  to  allow  adequate  time  for 
study  of  this  issue.   Whirlpool  sources  product  on  a  global 
basis,  and  has  in  a  number  of  instances  come  to  rely  on  the  GSP 
program  to  help  maintain  the  competitiveness  of  its  products. 
Whirlpool  has  seen  first-hand  how  the  GSP  program  not  only 
promotes  economic  development  in  developing  countries,  but  also 
can  be  used  to  maintain  jobs  in  the  United  States  which  otherwise 
would  have  had  to  be  eliminated. 

Whirlpool  and  Vitro,  S.A.,  of  Monterrey,  Mexico,  have 
established  a  joint  venture  in  Mexico  principally  for  the  purpose 
of  supplying  Whirlpool  with  moderately  priced  refrigerators  and 
freezers  to  be  sold  in  the  lower  end  of  the  U.S.  market,  as  well 
as  to  provide  an  upgraded  line  of  product  for  the  Mexican  market. 
Due  to  increasing  costs  of  production  in  the  United  States, 
Whirlpool  had  seriously  considered  discontinuing  production  of 
these  less  expensive  products.   By  shifting  the  production  of 
these  products  to  Mexico,  Whirlpool  found  that  it  would  be  able 
to  continue  to  supply  the  low  end  of  the  U.S.  market  with  a 
quality  product  at  a  moderate  price.   However,  projections  and 
economic  feasibility  studies  were  all  premised  on  the  assumption 
that  the  products  to  be  manufactured  in  Mexico  were,  and  would 
continue  to  be,  eligible  for  GSP  benefits.   Should  refrigerators 
and  freezers  from  Mexico  lose  their  GSP  eligibility  (either  due 
to  an  expiration  of  the  GSP  program  or  the  discontinuation  of 
Mexico's  designation  as  a  Beneficiary  Developing  Country  ("BDC"), 
the  impact  on  this  joint  venture's  operations  would  be  severe. 

The  refrigerators  and  freezers  produced  in  Mexico  are 
subject  to  a  2.9  percent  duty  absent  GSP  eligibility.   While  such 
duty  rates  do  not,  at  first  glance,  appear  to  be  extremely 
burdensome,  the  high  per  unit  value  of  the  articles  on  which 
these  duties  are  imposed  makes  the  duty  amount  significant.   The 
home  appliance  market  is  extremely  competitive,  and  profit 
margins  are  low.   Sales  are  very  price  sensitive,  and  a  2.9 
percent  price  difference  can  be  extremely  significant  in  this 
market  generally,  and  particularly  in  the  extremely  competitive 
builder  market. 

By  electing  to  continue  producing  its  moderately  priced 
refrigerators  and  freezers.  Whirlpool  was  able  to  protect  the 
jobs  of  a  substantial  number  of  its  workers,  and  to  minimize  any 
adverse  effect  on  its  suppliers.   Whirlpool's  Mexican  joint 
venture  operation  imports  a  large  number  of  components  from  U.S. 
suppliers  (many  of  whom  had  originally  supplied  Whirlpool  when  it 
produced  these  products  in  the  United  States)  to  manufacture  its 
refrigerators  and  freezers  in  Mexico.   The  joint  venture  has 
helped  maintain  the  employment  of  hundreds,  if  not  thousands,  of 
U.S.  workers  who  work  for  companies  providing  components  for  the 
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Mexican  built  refrigerators  and  freezers,  and  has  maintained 
and/or  created  jobs  in  the  transportation  sector  to  the  extent 
that  these  component  parts  must  be  transported  to  the  Mexican 
production  facilities. 

Whirlpool  urges  that  in  considering  the  extension  of  the  GSP 
program,  Mexico's  continued  eligibility  should  not  be  jeopardized 
by  the  fact  that  a  North  American  Free  Trade  Agreement  ( "NAFTA" ) 
has  been  negotiated.   The  negotiation  of  the  NAFTA  is  not  grounds 
to  deny  continuing  GSP  benefits  to  Mexican  products.   While 
Whirlpool  strongly  supports  the  NAFTA  and  is  hopeful  that  it  will 
be  implemented  as  planned,  there  are,  at  this  time,  no  guarantees 
when  this  will  occur.   Moreover,  even  should  the  NAFTA  be 
implemented  as  planned,  if  Mexico  is  not  redesignated  as  a  BDC 
under  an  extended  GSP  program,  there  would  be  a  six-month  "gap" 
period  during  which  Mexican  products  would  not  be  GSP  eligible, 
and  not  eligible  for  any  duty  preferences  under  the  NAFTA.   Given 
the  highly  competitive  nature  of  the  home  appliance  market,  and 
the  high  per  unit  value  of  the  refrigerators  and  freezers 
produced  in  Mexico,  subjecting  these  articles  to  a  2.9  percent 
import  duty  for  six  months  would  have  a  significant  adverse 
impact  on  their  competitiveness  in  the  U.S.  market.   Any  delay  in 
implementing  the  NAFTA  would  further  exacerbate  the  disruption  to 
Whirlpool's  Mexican  operations. 

As  an  additional  observation,  the  total  U.S.  market  for  the 
small  size  refrigerator  units  which  Whirlpool/Vitro  manufacture 
in  Mexico  and  export  to  the  United  States  represents  only  about 
three  percent  of  total  U.S.  annual  domestic  purchases.   Thus,  the 
impact  on  the  U.S.  market  of  Mexican  built  small  refrigerators  is 
extremely  small- -only  a  fraction  of  the  above  three  percent 
merket  segment- -and  many  of  the  materials  and  components  of  these 
Mexican  built  products  are  from  U.S.  sources. 

All  of  these  facts  make  it  extremely  important  for  Mexico  to 
maintain  its  BDC  designation  in  any  extended  GSP  program,  and 
beyond  this,  in  any  renewed  GSP  program,  regardless  of  the 
existence  of  a  NAFTA. 

In  sum,  the  GSP  program  has  been  beneficial  to  Whirlpool, 
its  employees,  its  U.S.  suppliers,  and  to  its  facilities  and 
suppliers  not  only  in  Mexico,  but  also  in  Brazil.   Further,  given 
its  global  nature,  Whirlpool  expects  that  in  the  future  it  will 
be  establishing  production  facilities  in  additional  BDCs,  and 
fully  expects  to  benefit  further  from  a  renewed  GSP  program.   As 
was  seen  from  the  case  of  moderately  priced  refrigerators  and 
freezers,  the  GSP  program  was  a  major  factor  in  Whirlpool's 
decision  to  locate  production  in  Mexico  instead  of  ceasing 
production  completely,  and  helped  save  and  maintain  many  U.S. 
jobs.   For  these  reasons,  Whirlpool  firmly  supports  the 
extension,  and  ultimate  renewal,  of  the  GSP  program,  with  Mexico 
remaining  designated  as  a  BDC. 

Respectfully  submitted. 


Irwin  p.  Altschuler 
Donald  S.  Stein 
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